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tary notify the Governor we would motion first; it came in the shape of 
like to have her up here at 2 o'clock a mo.tion to recess until Monday 
Monday at this hearing. That is mornmg, and the substitute is to 
Governor Miriam A. :Ferguson. adjourn until tomorrow morning. 

Senator Sanderford: I would like The Chair doesn't want to show any 
to remind the Senator from Cole- disposition in this matter but I 
man that the message sent up by the would like for the substitute to pre­
Governor did not make any direct vail. Let's call the roll. Here is 
charge of shortage and fraud and what I want to say - - -
those things. That message just Mr. Purl: Mr. Chairman. 
called to the attention of the Sen- The Chair: Mr. Purl. 
ate certain information, and the sec- Seniitor Purl: Here is what I want 
ond message recited the authority to say, if there is n·ot going to be 
for that. It left it with the legisla- a quorum here tomorrow, let's find 
tive body to proceed as they saw fit, it out now by unanimous consent· 
and the Senator from Coleman was let's ask those here how many of 
the man that made the motion that them will be here tomorrow if we 
we go into this matter and go into adjourn until then, and if there is 
it thoroughly, and it is completely not going to be a quorum here then 
out of order to summon the Gover- let's put it off until Monday. ' 
nor up here as a witness. Senator Holbrook: The motion 

Senator Woodward: I am not sum- was made by the Senator from Cole­
moning her. Instead of having her man that the Secretary of the Sen­
summoned I was making the request ate be requested to ask the Gover­
that she come. nor to come up here as a witness on 

Senator Sanderford: For what Monday at 2 o'clock. 
purpose? The Chair: I heard the Senator 

Senator Woodward: To be inter- make that request, and I think the 
rogated as any other witness, just Secretary will comply with it. I will 
like all other governors of the State ask him to. 
have appeared before committees. Senator Woodward: The fact that 

Semitor Sanderford: You have her we will recess this Committee until 
information all s·et out in writing. Monday won't mean that we won't be 

Senator Woodward: I want to see performing our duty as far as the 
where she got it. You don't want State is concerned, because there are 
to deny me tbe right to have the many things that we could all be 
Governor of the State come before doing tomorrow. 
the Committee as all governors have The Chair: Yes, sir, I understand 
in the past? that. Call the roll. You are vot-

Senator Sanderford: Is that ing now on recessing this Committee 
right? of the whole until Monday at 2 p. 

Senator Woodward: Certainly I m. 
have never known one that didn't (There~pon the coi;nmitt~e of the 
come before a committee. I Whole adJourned until 2 o clock p. 

Senator Hornsby: I raise the point m., Monday, February 27th, 1933.) 
of order, Mr. Chairman, that the 
motion to adjourn is not debatable. THIRTY-FIRST DAY. 

The Chair:' We don't hold strictly 
to the parliamentary procedure here, 
Senator. 

Senator Woodul: I think H any­
body has anything to offer that it 
ought to go in the record. How­
ever, I think that we ought to try 
to get this hearing done as quickly 
as possible. In the language of Sen­
ator Pink Parrish, "Let's get some­
thing in here; if there is any blood 
and thunder, let's produce it and get 
done with it." 

The Chair: The only thing I was 
interest_ed in was not to waste to­
morrow, if this hearing was going 
on. I think I will put Senator Pace's 

Senate Chamber, 
Austin, Texas, 

February 27, 19 3 3. 
The Senate. met at 10 o'clock a. 

m., pursuant to adjournment, and 
was called to order by President Pro 
Tern. Walter Woodul. 

The roll was called, a quorum be­
ing present, the following Senators 
answering to their names: 

Beck. 
Blackert. 
Collie. 
Cousins. 
DeBerry. 
Duggan. 

Fellbaum. 
Greer. 
Holbrook. 
Hopkins. 
Hornsby. 
Martin. 
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l\loore. 
Murphy. 
Neal. 
Oneal. 
Pace. 
Parr. 
Patton. 
Poage. 
Purl. 
Rawlings. 

Redditt. 
Regan. 
Russek. 
Sanderford. 
Small. 
Stone. 
Woodruff. 
Woodul. 
Woodward. 

Prayer by the Chaplain. 
P<>nding the reading of the J our­

nal of yesterday, the same was dis­
pensed with on motion of Senator 
\Voodward. 

Committee Reports. 

(See Appendix.) 

Bills and Resolutions. 

By Senator DeBerry: 
S. B. No. 309, A bill to be entitled 

"An Act to amend Article 3810 of 
the Revised Civil Statutes relating 
to sales of real estate under deeds 
of trust; requiring notice of such 
sales to be sent by registered mail 
to all persons having liens of record 
against the land to be foreclosed 
and providing that an affidavit made 
by the party sending a notice by mail 
shall be subject to registration and 
when recorded shall bC' prima facie 
evidence that the notice was sent, 
and declaring an emergency." 

Read and referred to Committee 
on Civil Jurisprudence. 

By Senator Rawlings: 
S. B. No. 310, A bill to be entitled 

"An Act exempting the employment 
of outside auditors by any independ­
ent school district having within its 
limits a city with a population of not 
less than 150,000 and not more than 
210,000 according to the next pre­
ceding Federal census from all re­
quirements in special or general laws 
to let such auditing contracts upon 
competitive bids and after advertis­
ing for such bids, and repealing all 
laws and parts of laws in contl.ict 
herewith, and declaring an emer­
gency." 

Read and referred to Committee 
on Educational Affairs. 

By Senator Beck: 
S. B. No. 311. A bill to be entitled 

"An Act validating, confirming and 
approving the action of the govern­
ing bodies of all cities and towns of 
five thousand (5000) inhabitants or 
less in the addition or attempted ad-

dition of any territory adjoining the 
limits of any such city or town under 
and by virtue of Article. 97 4 of the 
Revised Civil Statutes of 1925 and 
any and all other laws relative there­
to; validating all ordinances, reso­
lutions, elections or other action 
passed, made, held and taken in 
reference thereto, and declaring an 
emergency." 

Read and referred to Committee 
on Towns and City Corporations. 

By Senator Stone: 
S. B. No. 312, A bill to be entitled 

"An Act to add to the Revised Civil 
Statutrs of Texas a new article to be 
known as Article 6479-a, relating to 
the frequency of freight train service 
required on railroads in this State 
and the furnishing of f.reight cars 
for loading; and repealing all con­
tl.icting laws and parts thereof; and 
declaring an emergency." 

Read and referred to Committee 
on State Affairs. 

By Senator Oneal: 
S. B. No. 313, A bill to be entitled 

"An Act to amend Chapter Seven ( 7) 
of Title Ninety ( 9 0) of the Revised 
Civil Statutes of 1925, by adding 
thereto an article to be known as 
Article 5502-A, providing that the 
proprietors of public garages shall 
have a special lien on all automo­
biles, motor trucks, buses and trail­
ers placed with them for storage, 
care and safekeeping; and providing 

for enforcement of the lien, and de­
claring an emergency." 

Read and referred to Committee 
on State Affairs. 

By Senator Oneal: 
S. B. No. 314, A bill to be entitled 

"An Act to prohibit the hunting, 
taking, shooting or killing of any 
game bird or any game animal, as 
defined in the laws of the State of 
Texas, in that part of Wichita 
County included within the follow­
ing territory, to-wit: Beginning at 
the center of the intersection of 
Tenth and Holliday Streets in the 
City of Wichita Falls, Wichita 
County, Texas; thence in a South­
erly direction down the center of 
said Holliday Street to the corporate 
limits of the city of Wichita Falls; 
thence along the center of what is 
known as the Jacksboro-Wichita 
Falls Highway, being State Highway 
No. 66, to the center of the public 
road intersecting said Highway No. 
66 on the North line of the J. R. 
McDowell Survey, Abstract No. 194; 



SENATE JOURNAL. !'i37 

thence West with the center of said 
public road along the North line of 
the said McDowell Survey and North 
line of the G. Reynolds Survey, Ab­
stract No. 251, to the Northwest 
corner of said G. Reynolds Survey 
and a corner of the Wichita Falls 
State Hospital lands; thence South 
along the center of said public road 
to the South line of said State Hos­
pital lands; thence West with the 
center of said public road to where 
the same intersects the Wichita Falls 
and Archer City paved road, being 
State Highway No. 79, just South of 
the Spillway of Lake Wichita; thence 
in a Northerly direction along the 
center of said Highway No. 79, pass­
ing Lake Wichitai Pavilion grounds, 
to the corporate limits of the City of 
Wichita Falls, where said Highway 
No. 79 meets and enters Grant Street 
in said city; thence in a Northerly 
direction along the center of said 
Grant Street to the intersection of 
the same with Tenth Street in the 
City of Wichita Falls; thence in an 
Easterly direction along the center 
of said Tenth Street to the place of 
beginning, being the intersection of 
Tenth Street and Holliday Street in 
the City of Wichita Falls; fixing 
penalty, and declaring an emer­
gency. 

Read and referred to Committee 
on Game and Fish. 

By Senator Fellbaum: 
S. B. No. 315, A bill to be entitled 

"An Act providing for the appoint­
ment of an official court reporter· in 
and for each district court of Bexar 
County, either civil or criminal, by 
the judge of each district court of 
sald county, either civil or criminal; 
providing the qualifications; provid­
ing that the salary of each of said 
official court reporters shall be fixed 
and determined by the judge so ap­
pointing such court reporter, and 
not otherwise; providing for the 
manner of payment of said salary, 
and out of what fund; providing for 
transcript fees; declaring this Act 
to be a special Act, notices thereof 
having been duly published and ex­
hibited as required by law and de­
claring an emergency." 

Read and referred to Committee 
on State Affairs. 

By Senator Duggan: 
S. B. No. 316, A bill to be entitled 

"An Act amending Article 2843 of 
Title 49, Chapter 16, Revised Stat­
utes of 1925, as amended by Chap-

ter 210, Acts Regular Session, FortY­
first Legislature, and Chapter 83, 
Acts Second Called Session, Forty­
first Legislature, and declaring an 
emergency." 

Read and referred to Committee 
on Educational Affairs. 

By Senator Duggan, by request: 
S. B. No. 317, A bill to be entitled 

"An Act to provide for selection and 
adoption of all textbooks, to be used 
with or for all courses offered in the 
Main University, of tbe University 
of Texas, at Austin, Texas; pro­
viding the methods of selecting or 
adopting such books; providing for 
the term of adoption; providing for 
a printed or posted list of the books 
adopted for each of the several 
courses of the University to be 
posted in order that the students 
may be aware of the texts to be re­
quired in each course; providing for 
estimates of the number of copies 
of each adopted text or texts to be 
used, and declaring an emergency." 

Read and referred to Committee 
on Educational Affairs. 

By Senator Sanderford: 
S. B. No. 318, A bill to be entitled 

"An Act making certain emergency 
appropriations out of general rev­
nue of the State Treasury to the 
Department of Agriculture to print 
Farm Census data; for payment of 
electroplates, etchings, and ma­
terials purchased; for salary of Mrs. 
Avon Garrett, one month; and for 
printing such farm data, in bulletin 
form to be distributed by using 
franking privileges permitted by 
joint agreement between the rre­
partment of Agriculture and United 
States Crop Reporting Service, and 
declaring an emergency." 

Read and referred to Committee 
on Finance. 

By Senator Redditt: 
s. B. No. 319, A bill to be entitled 

"An Act fixing the amount of pen­
alty and interest on delinquent taxes 
due the State of Texas, or any po­
litical subdivision thereof, regulat­
ing time of payment thereof, and 
repealing all laws and parts of laws 
in conllict therewith, and declaring 
an emergency." 

Read and referred to Committee 
on State Affairs. 

By Senator Hopkins: 
S. B. No. 320, A bill to be entitled 

"An Act to provide for conventions 
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to pass on amendments to the Con­
stitution of the United States which 
may be now or may be hereafter 
proposed by tbe Congress of the 
United States for ratification by 
conventions in the several states; 
prescribing the duties of the Gov­
ernor of the State with reference to 
calling such election; prescribing 
the duties of the Secretary of State 
with reference to the preparation, 
printing and distribution of official 
ballots of such election, and the 
duties of the Secretary of State in 
such conventions and the certifying 
of the a.ctions thereof; prescribing 
who shall be qualified to vote at 
such convention and election; pre­
scribing the manner and method in 
which delegates shall be elected to 
attend such convention; providing 
the form of the ballot to be used 
at such election; prescribing certain 
duties of the public officials of this 
State with reference to the conduct 
of such election; providing for the 
payment of the expenses of such 
election: and declaring an emer­
gency." 

Read and referred to Committee 
on State Affairs. 

By Senator Hopkins: 
S. B. No. 321, A bill to be entitled 

"An Act to a mend Article 1855 of 
the Revised Civil Statutes (1925) 
so as to require Courts of Civil 
Appeals to certify to the Supreme 
Court for its decision any question 
of law inyolved in a case of which 
the Supr!"me Court cannot take ju­
risdiction by writ of error. and 
which is important to the jurispru­
dence of the State, and has not been 
previously decided by the Supreme 
Court: and declaring an emer­
gency-" 

RPad and referred to Committee 
on Civil Jurisprudence. 

By Senator Hopkins: 
S. B. No. 322, A bill to be entitled 

"An Act to amend Article 1728, Re­
vised Civil Statutes (1920), fixing 
the jurisdiction of the Supreme 
Court, as amended bv the Acts of 
the Fortieth Legisla.ture. Chapter 
144. page 215, so as to eliminate 
from said Article subdivisions 4, 5, 
and 6, giving the Supreme Court 
jurisdiction of cases involving rev­
enues of the State, cases in which 
the Railroad Commission is a party, 
and in cases in which it is made to 
appear that an error of substantive 

law has been committed by a Court 
of Civil Appeals which affects the 
judgment in the case; and declar­
ing an emergency." 

Read and referred to Committee 
on Civil Jurisprudence. 

By Senator Neal: 
S. B. No. 323, A bill to be entitled 

"An Act validating the incorpora­
tion of the City of Overton; validat­
ing the incorporation election which 
was held on or about April 11, 1931, 
and the other incorporation pro­
ceedings; validating the election of 
the mayor and board of aldermen 
and other officials for said city fol­
lowing such incorporation election; 
validating the organization of the 
city council; validating all govern­
mental proceedings done and per­
formed by such governing body and 
officials; and declaring an emer­
gency." 

Read and referred to Committee 
on Towns and City Corporations. 

By Senator Woodul: 
S. B. No. 3 2 4, A bill to be entitled 

"An Act to amend Article 536 of 
the Penal Code of the State of Texas 
to provide that same shall not ap­
ply to self-help or credit scrip, or 
other certificates of barter, issued 
during the yearn 1933. 1934, and 
1935, by any incorporated city, 
town, or village, or by any organ­
ized chamber of commerce, and de­
claring an emergency." 

Read and referred to Committee 
on State Affairs. 

Bv Senator Fellbaum: 
s.· B. No. 325, A bill to be entitled 

"An Act amending Article 4006 by 
adding Article 4006-a, providing 
further exceptions to Article 4005, 
providing certain railways and cer­
tain other companies may issue 
passes, and extending certain priv­
ileges to Indian War Veterans; 
providing generally therefor; and 
declaring an emergency." 

Read and referred to Committee 
on Mili.tary Affairs. 

By Senator Woodruff: 
S. B. No. 326, A hill to be entitled 

"An Act defining unfair discrimina­
tion and prohibiting any person, 
firm, company, association or cor­
pora ti on engaged in the production, 
manufacture, sale or distribution of 
any commodity or electricity in gen­
eral use in this State. from discrim­
inating between different sections, 
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communities, incorporated cities or 
towns of this State, for the purpose 
of destroying the business of a com­
petitor in any locality, or for the 
purpose of fixing, maintaining, in­
creasing or reducing the price of 
such commodity or electricity by 
selling or distributing such com­
modity or electricity, or permitting 
the sale or distribution of such com­
modity or electricity, at a different 
rate or price in one section, com­
munity, incorporated city or town 
than is charged or permitted to be 
charged, for said commodity or elec­
tricity by said party in another sec­
tion, community, incorporated city 
or town, after making due allow­
ance for the difference, if any, in 
the grade or quality, in the actual 
and necessary cost of transportation 
paid by the seller or distributor on 
said commodity or electricity and 
the reasonably. necessary difference, 
if any, in the cost of marketing said 
commodity or electricity; making 
certain facts prima facle evidence 
of unfair discrimination; providing 
punishment, penalty and forfeiture 
for unfair discrimination as defined 
in said Act, making it the duty of 
the Attorney General or the district 
or county attorney under his direc­
tion, to prosecute for the recovery 
of penalties and forfeitures herein 
provided, fixing venue of such suits, 
and fixing fees of district or county 
attorneys therein; providing that 
unfair discrimination shall be en­
joined at the suit of the Attorney 
General or district or county attor­
ney, acting under his direction, in 
the district court of any county of 
the State of Texas; providing that 
this .Act shall be cumulative of all 
laws of this State and shall not be 
construed as repealing any law re­
lating hereto; providing that if any 
portion of this .Act shall be declared 
unconstitutional. the remaining por­
tions thereof shall not be affected 
thereby; and declaring an emer­
gency.'' 

Read and referred to Committee 
on Criminal Jurisprudence. 

By Senator Woodruff, by request: 
S. B. No. 327, .A bill to be entitled 

"An Act to regulate the granting of 
pipeline right-of-way easements, and 
the terms thereof and the rates to 
be cha.rged therefor, across public 
lands of Texas; providing for the 
disposition of proceeds received from 

such easements; providing for in­
terest on past due amounts; provid­
ing for payment for pipeline rights­
of-way heretofore taken and now 
used or occupied by any person or 
corporation; providing for penalties 
for hereafter constructing any pipe­
line across State school, university, 
tidewater or gulf lands without first 
obtaining a grant from the State; 
fixing the venue of all suits under 
this Act in Travis County; provid­
ing that if any section, clause or 
provision of this .Act be held uncon­
stitutitonal, invalid or unenforceable 
it shall not affect the remammg 
portions, and declaring an emer­
gency." 

Read and referred to Committee 
on Public Lands and Land Office. 

By Senator Rawlings: 
S. B. No. 328, .A bill to be entitled 

"An Act to amend Section 13a of 
Article 9 llb, Revised Civil Statutes 
of 1925, vesting in the Railroad 
Commission of Texas the authority 
to regulate the safety of motor 
vehicles to be operated under per­
mits and certificates issued by the 
Railroad Commission, and to regu­
late and control the number and 
size of boxes, packages, a.nd barrels 
or bales that may be transported on 
any such vehicle; repealing all laws 
in conftict herewith, and declaring 
an emergency." 

Read and referred to Committee 
on State Highways and Motor 
Traffic. 

Semite Simple Resolution No. 58. 

Senator Hopkins sent up the fol­
lowing resolution: 

Whereas, In the person of Rich­
a.rd M. Kleberg, of Corpus Christi, 
Texas presents to the Nation one of 
the brightest figures in public life 
today; and, 

Whereas, Congressman Kleberg 
by training, education, experience 
and association is pre-eminently 
qualified to lead the. diplomatic ac­
tivities of the incoming Democratic 
National Administration as the 
.American Ambassador to the Repub­
lic of Mexico, our Sister Republic to 
the South; and, 

Whereas, The problems of The 
Great Southwest, the homeland of 
our native son, and those of the 
Mexican Republic are uniquely par­
allel, livestock, cattle-raising, min­
ing and agricultural and industrial 
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enterprises in all of their many 
phases being common to both, and in 
each of which Congressman Kleberg 
is not only generally but intimately 
well versed and experienced; and, 

Whereas, Texas would not only do 
honor to itself and to the Nation but 
reflect credit of the highest degree 
upon the American people as a 
whole in bringing about the selec­
tion and elevation of our distin­
guished son to this high post; now, 
therefore, be it 

Resolved by the Senate of Texas, 
That we do now unanimously en­
dorse and recommend the Honorable 
Richard M. Kleberg for appointment 
as the American Ambassor to the 
Republic of Mexico; and, be it fur­
ther 

Resolved, That as a token of our 
faith, esteem and confidence in Con­
gressman Kleberg and his abilities 
a copy of this resolution be forward~ 
ed to Honorable Franklin D. Roose­
'"elt, President-elect, to Honorable 
Cordell Hull. newly selected Secre­
tary of State, and to Honorable Jas. 
A. Farley, Chairman of the National 
Democratic Executive Committee 
expressing to them and each of 
them the earnest hope and keen de­
sire that the United States of Amer­
ica through the incoming adminis­
tration be represented in the Mexi­
can National Capitol by this illus­
trious son of Texas, this gentleman, 
student and statesman. a citizen a.nd 
patriot without a peer. 

HOPKINS, 
POAGE, 
FELLBAUM, 
REC'K, 
BLACKERT, 
COLLIE. 
COUSINS. 
DeBERRY, 
DUGGAN, 
GREER, 
HOLBROOK, 
HORNSBY, 
l\IARTIN, 
MOORE. 
:l!URPHY. 
NEAL, 

ONEAL. 
PACE, 
PARR, 
PATTON, 
PURL, 
RAWLINGS, 
REDDITT, 
REGAN, 
Rl'SSEK, 
SANDERFORD, 
SMALL, 
STONE, 
\VOODRUFF, 
\\'OOD\V ARD, 
\VOODUL. 

The resolution was read. 

Senator Hopkins received unani­
mous consent that the rule requiring 
resolutions to be referred before 
consideration be suspended. 

The resolution was adopted unani­
mously. 

Senate Simple Resolution No. 60. 

Senator Hornsby sent up the fol­
lowing resolution: 

Whereas, Honora.ble Thomas Watt 
Gregory, a distinguished citizen of 
Texas and of the Nation, formerly 
United States Attorney General dur­
ing the administration of President 
Woodrow Wilson, passed away in 
New York City yesterday; and, 

Whereas, The body of this great 
Texan is to be returned here for 
burial; therefore, be it 

Resolved by the Senate of Texas, 
Tha.t we hereby extend our sincere 
condolence and tenderest sympathy 
to his family in their great grief and 
deep sorrow, and tender them the 
use of the Senate Chamber for the 
funeral services to honor this be­
loved citizen. 

HORNSBY, 
BECK, 
BLACKERT, 
COLLIE, 
COUSINS, 
De BERRY, 
DUGGAN, 
FELLBAUM, 
GREER, 
HOLBROOK, 
HOPKINS, 
MARTIN, 
MOORE, 
MURPHY, 
NEAL. 
ONEAL, 

PACE, 
PARR, 
PATTON, 
POAGE, 
PURL, 
RAWLINGS, 
REDDITT, 
REGAN, 
RUSSEK, 
SANDERFORD, 
SMALL, 
STONE, 
WOODRUFF, 
WOODWARD, 
WOODUL. 

Read and adopted unanimously by 
a rising vote. 

l\lessage from the House. 

Hall of the House of Representatives, 
Austin, Texas. Feb. 27, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: I am directed by the House 

to inform the Senate that the House 
has passed the following bills and 
resolution: 

H. B. No. 34, A bill to be entitled 
"An Act amending Article 2691, Re­
vised Statutes of Texas, 19 25, and 
declaring an emergency." 

H. B. No. 211, A bill to be entitled 
"An Act amending Chapter 91, Acts 
First Called Session, Fortieth Leg­
islature as amended by Chapter 77, 
Acts First Called Session. Forty-first 
Legislature, as amended by Chapter 
16 4, Acts Regular Session, Forty­
second Legislature, and declaring an 
emergency." 
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H. B. No. 236, A bill to be entitled 
"An Act to amend Section 1, Chapter 
90, H. B. No. 610, Special Laws 
of the Forty-second Legislature, and 
declaring an emergency." (Relating 
to protection of fish in Bosque 
County.) 

H. B. No. 327, A bill to be entitled 
"An Act amending Chapter 69, of 
the Acts of the Forty-second Legis­
lature, Regular Session, providing 
for the taking of catfish, perch, buf­
falo, and drum, in the waters of 
Delta, Hopkins, or Franklin Coun­
ties, by hand, or with a seine having 
meshes one inch square. and declar­
ing an emergency." 

(With Engrossed Rider.) 
H. B. No. 362, A bill to be entitled 

.. An Act prohibiting the use of any 
seine or net for taking fish from any 
of the waters of Lamar County, ex­
cept a seine or net of not less than 
two-inch square mesh; or a minnow 
seine for the purpose of taking bait; 
providing a penalty, and declaring an 
emergency." 

H. B. No. 399, A bill to be entitled 
"An Act permitting the taking of 
pelts of fur-bearing animals for tbe 
purpose of sale in Nacogdoches 
County, during the months of De­
cember and January; making it un­
lawful to take such pelts or to 
employ a steel trap for taking any 
fur-bearing animal during any other 
months than December and January; 
providing a penalty; repealing all 
laws or parts of Jaws in conflict with 
this Act, and declaring an emer­
gency." 

H. B. No. 441, A bill to be entitled 
"An Act to prohibit the use of a 
seine or net for taking fish in Cher­
okee County, except the seine or net 
of not less than three-inch square 
mesh, except during certain months. 
and excepting a minnow seine from 
the provisions of this Act; providing 
a penalty; repealing all laws or parts 
of laws in conflict herewith, and de­
claring an emergency." 

H. B. No. 505, A bill to be entitled 
"An Act amending Section I. Chap­
ter 213, Acts of the Regular Session, 
Forty-second Legislature, and declar­
ing an emergency." (Relating to 
compensation of county commission­
er.) 

(With Engrossed Rider.) 
H. J. R. No. 89, Requesting the 

return of S. B. No. 136 to the House 
for further consideration. 

S. B. No. 136, A bill to be entitled 
"An Act making appropriations out 

of the Sand, Shell and Gravel Fund 
of this State to pay certain refunds 
of the tax collected by the Game, 
Fish and Oyster Commission on sand, 
shell and gravel used by counties, 
cities and towns for constructing 
streets and roads; and declaring an 
emergency." 

The House has concurred in Sen­
ate. amendments to H. B. No. 18 by 
a viva voce vote. 

The House concurred in Senate 
amendments to H. B. No. 15 by a 
vote of 12 0 yeas and 1 nay. 

Respectfully submitted, 
LOUISE SNOW PHINNEY, 

Chief Clerk, House of Representatives. 

!\lotion t-0 Return Bill to House. 

Senator Holbrook moved that S. 
B. No. 13 6 be returned to the House 
for further consideration. The mo­
tion prevailed. 

House Bills RefeITCd. 

H. B. No. 34, referred to Com­
mittee on Educational Affairs. 

H. B. No. 211, referred to Com­
mittee on Educational Affairs. 

H. B. :-<o. 236, referred to Com­
mittee on Game and Fish. 

H. B. No. 327, referred to Com­
mittee on Game and Fish. 

H. B. No. 3 62, referred to Com­
mittee on Game and Fish. 

H. B. No. 399, referred to Com­
mittee on Game and Fish. 

H. B. No. 441, referred to Com­
mittee on Game and Fish. 

H. B. No. 505, referred to Com­
mittee on Counties and County 
Boundaries. 

Motion to Re-refe1-. 

Senator Poage moved to with­
draw all bills relating to conventions 
on prohibition repeal matters from 
the Committee on Privileges and 
Elections and to re-refer the bills to 
the Committee on State Affairs. The 
motion prevailed. 

(S. B. No. 260.) 

House Bill No. 168. 

The Chair laid before the Senate 
as pending business the following 
bill: 

By Mr. Harman: 
H. B. No. 16 8, A bill to be entitled 

"An Act making appropriations to 
pay salaries to judges. and the sup­
port and maintenance of the Judicial 
Department of the State government 
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for thP I wo-year period beginning 
September 1. 1933, and ending Au­
gust 3 1, 193 5; and declaring an 
eruergency." 

The question recurred upon the 
pending amendment to the amend­
ment. 

Senator DeRerry sent up the fol­
lowing substitute for the amend­
ment to the amendment: 

Amend H. B. No. lr.R, as amended 
by striking out all of lines 55 and 56 
on page 5 and hy inserting in lieu 
thereof the following: 

"1. Civil and Criminal District 
Judges salaries. 119 at $3750.00 
each per year 

$446.250.00 $446,250.00." 
DeBERRY. 

The substitute was read. 
Senator Purl mo\·ed to table the 

substitute. The motion prevailed by 
the following vote: 

Collie. 
Cousins. 
Duggan. 
Fellhat1m. 
Gr!::'er. 
Hopkins. 
Hornsby. 
'\lartin. 
'\!oore. 
Murphy. 
Neal. 
Oneal. 

Blacker!. 
De Berry. 
Holbrook. 

Yeas-24. 

Pace. 
Parr. 
Patton. 
Purl. 
Rawlings. 
Redditt. 
R2gan. 
Russek. 
Small. 
Stone. 
Woodul. 
\Voodward. 

Nays-5. 

Sanderford. 
Woodruff. 

Present-Not Voting. 
Beck. 

Absent. 

Poage. 

Point of Order. 

St'nator \\'oodwanl raised the 
point. of or<I<·•· that discussion of the 
repm't of the l 'ommit.t,e,, on R11.les 
relative to information concerning 
the vot.e on confirmation of Mr. F. 
L. Denison woulcl 1-e•·e.al oortain in· 
fo1·mation relath·e to the proceedings 
of the executive session and there· 
fore should not be printed in the 
Senate Journal until it was acted 
on b~· the Senate in executive ses­
sion. 

The l'hail', 1'1·Psident Pl'o Tern. 

\\'alter· Woodul, sustained the point 
of order and instructed the Journal 
L'lei·k not to pr1nt the eommttt.-e 
report in the Journal. 

!\lotion for Hearing by Committee 
of tho Whole. 

On motion of Senator Oneal, the 
Senate voted to resolve itself into 
a Committee of the Whole next 
Thursday at 2 p, rn., to consider 
H. J. R. No. 3 and S. J. R. No. 12. 

!\lotion to Set Executive Session. 

Senator Woodward moved that 
the Senate go into executive session 
tomorrow morning at 11 o'clock for 
the purpose of acting on the report 
of the Committee on Rules relative 
to divulging that which transpired 
in executive session. The motion 
prevailed. 

Adjournment. 

On motion of Senator Moore, the 
Senate, at 12: 34 o'clock p. m., ad­
journed until 9: 30 o'clock tomor­
row morning. 

APPENDIX. 

Committee on Enrolled Bills. 

Committee Room, 
Austin, Texas, Feb. 24, 1933. 

Hon. Edgar E. Witt. President of the 
Senate. 
Sir: We, your Committee on En­

rolled Bills, have had S. B. No. 136 
carefully examined and compared 
and find same correctly enrolled. 

GREER, Chairman. 

Committee Room, 
Austin. Texas, Feb. 24, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: · We, your Committee on En­

rolled Bills. have had S. C. R. No. 20 
carefully examined and compared 
and find same correctly enrolled. 

GREER, Chairman. 

Committee Room, 
Austin. Texas, Feb. 24, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: We, your Committee on En­

rolled Bills, have had S. B. No. 116 
carefully examined and compared 
and find same correctly enrolled. 

GREER, Chairman. 
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Committee Room, 
Austin, Texas, Feb. 24, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: We, your Committee on En­

rolled Bills, have had S. B. No. 13 
carefully examined and compared 
and find same correctly enrolled. 

GREER, Chairman. 

Committee Room, 
Austin, Texas, Feb. 24, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: We, your Committee ou En­

rolled Bi!Is, have had S. B. No. 141 
carefully examined and compared 
and find same correctly enrolled. 

GREER, Chairman. 

Committee Room, 
Austin, Texas, Feb. 24, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: We, your Committee on En­

rolled Bills, have bad S. B. No. 135 
carefully examined and compared 
and find same correctly enrolled. 

GREER, Chairman. 

Committee Room, 
Austin, Texas, Feb. 24, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: We, your Committee on En­

rolled Bills, have had S. B. No. 30 
carefully examined and compared 
and find same correctly enrolled. 

GREER, Chairman. 

Committee Reports. 

sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. 

HOLBROOK, Chairman. 

Committee Room, 
Austin, Texas, Feb. 25, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: We, your Committee on Fi­

nance, to whom was referred 
S. B. No. 2 6 9 (Appropriating bal­

ance in malaria fund). 
Have had the same under con­

sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. 

HOLBROOK, Chairman. 

Committee Room, 
Austin, Texas, Feb. 25, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: We, your Committee on Fi­

nance, to whom was referred 
S. B. No. 287 (State taxes due 

Freeport Independent School Dis­
trict). 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. 

HOLBROOK, Chairman. 

Committee Room, 
Austin, Texas, Feb. 25, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 

Committee Room, Sir: We, your Committee on Fi-
Austin, Texas, Feb. 25, 1933. nance, to whom was referred 

Hon. Edgar E. Witt, President of the I S. B. No. 288 (State taxes due 
Senate. Brazoria County). 
Sir: We, your Committee on Fi- Have had the same under con-

nance, to whom was referred sideration, and I am instructed to 
S. B. No. 234 (State taxes due report it back to the Senate with the 

Fort Bend County). recommendation that it do pass and 
Have had the same under con· be printed. 

sideration, and I am instructed to HOLBROOK, Chairman. 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. 

HOLBROOK, Chairman. 

Committee Room, 
Austin, Texas, Feb. 25, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: We, your Committee on Fi­

nance, to whom was referred 
S. B. No. 265 (State taxes due 

Brazoria Independent School Dis­
trict). 

Have had the same under con-

Committee Room. 
Austin, Texas, Feb. 25, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: We, your Committee on Fi­

nance, to whom was referred 
S. B. No. 289 (Shell and gravel 

refunds). 
Have had the same under con­

sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. 

HOLBROOK, Chairman. 



544 SENATE JOURNAL. 

Committee Room, 
Austin, Texas, Feb. 24, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: We, your Committee on 

State Affairs, to whom was referred 
H. B. No. 60, A bill to be entitled 

"An Act to amend Chapter 6, H. B. 
No. 26, of the Acts of the 3rd Called 
Session of the Forty-second Legisla­
ture. relating to the taking of fur­
bearing animals in certain counties. 
and declaring an emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be not printed. 

HOPKINS, Chairman. 

Committee Room, 
Austin, Texas, Feb. 25, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: We, your Committee on Fi­

nance, to whom was re-committed 
S. B. No. 15 8, again have had the 
same under consideration, and I am 
instructed to report it back to the 
Senate with the rerommendation 
that it do not pass, but that the 
committee substitute for S. B. No. 
15 S do pass, in lieu thereof, and that 
the original bill be not printed and 
that the committee substitute be 
printed. 

HOLBROOK, Chairman. 

C. S. for S. B. No. 158. 
A BILL 

To Be Entitled 
An Act to reduce the amount ap­

propriated by the Regular Session 
of the 42nd Legislature in 1931, 
for the payment of salaries of of­
ficers and employees of this State 
other than such salaries, the 
amount of which is fixed by the 
Constitution; prohibiting the 
Comptroller from paying in excess 
of the amounts fixed herein, re­
pealing all laws and parts of laws 
in conflict herewith and declaring 
an emergency. 

Be it enacted by the Legislature of 
the State of Texas: 
Section 1. From and after the 

passage of this Act, thEI amounts 
appropriated by the several appro­
priation bills passed at the Regular 
Session of the 42nd Legislature in 
1931. for the payment of salaries of 
the various officers and employees 
of the State of Texas, other than 
such salaries the amount of which is 
fixed by the Constitution, be and the 

same are hereby reduced in accord­
ance. with the following scale: 

All salaries up to and including 
$1200.00 per year shall be reduced 
ten (10) per cent. 

All salaries from $1201.00 to 
$3,000.00, inclusive, shall be reduced 
fifteen ( 15) per cent., except that 
salaries from $1201.00 to 1260.00 
per year, shall be reduced to 
$1092.00 per year. 

All salaries from $3001.00 to 
$5000.00, inclusive, shall be reduced 
twenty ( 2 O) per cent., except that 
salaries from $3001.00 to $3200.00 
per year shall be reduced to 
$2580.00 per year. 

All salaries at $5001.00, or more, 
per year shall be reduced twenty-five 
( 25) per cent., except that salaries 
from $5001.00 to $5350.00, shall be 
reduced to $4050.00. 

Sec. 2. The appropriation hereto­
fore made for the Game, Fish, and 
Oyster Commission is hereby exempt 
from the provisions of this bill be­
cause this Department. reduced the 
salaries of their various employees 
from five (5) to twenty (20) per 
cent., beginning January 1, 1933. 

Sec. 3. All statutory provisions 
heretofore enacted fixing any salary 
or salaries of any employee or em­
ployees of the State of Texas, that 
are or may be in conflict herewith, 
are herewith repealed; and the Comp­
troller is herewith expressly prohib­
ited from paying any salary or sal­
aries except as herein fixed. 

Sec. 4. The fact that there is at 
present an inadequate amount of 
money to pay these salaries as pro­
vided for in the appropriation bills 
passed by the Forty-second Legisla­
ture, creates an emergency and an 
imperative public necessity that the 
Constitutional rule requiring all bills 
to be read on three. several days be, 
and the same is hereby suspended, 
and this Act shall take effect and be 
in force from and after its passage, 
and it is so enacted. 

Committee Room, 
Austin, Texas, Feb. 27, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: We, your Committee on Ed­

ucational Affairs, to whom was re­
ferred 

S. B. No. 41, A bill to be entitled 
"An Act amending S. B. No. 41, 
First Called Session of the Forty­
second Legislature, Chapter 20, and 
declaring an emergency." 

Have had the same under con-
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sideration, and I am instructed to 
report it back to the Senate with thE 
recommendation that it do pass, with 
the following committee amend­
ment: 

Amend Section 2, so as to strike 
out: "Provided that if the school 
district is unable to pay said tuitio: 
and also maintain an efficient ele· 
mentary school as determined by the 
county board of trustees approved 
by the State Board of Education, the 
tuition or such part thereof as may 
be necessary, shall be paid by the 
State of Texas." 

Also amend the bill by adding a 
new section to be known as Section 
4-a to read as follows: 

"Section 4-a. It shall be unlawful 
for any child, under seven ( 7) years 
or age at the beginning of any schol­
astic year, to be admitted to any 
school for that year unless the par­
ent or guardian of said child shall 
pay into the school to be attended, 
the amount of the State per capita 
apportionment for that year. Said 
sum shall be paid in installments as 
may be provided by the School Board 
affected. 

"Any school Superintendent or 
Principal permitting the attendance 
of any child contrary to the provi­
sions herein contained shall be sub­
ject to dismissal." 

NEAL, Chairman. 

Committee Room, 
Austin, Texas, Feb. 24, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: We, your Committee on Con-

18-.lour. 

stitutional Amendments, to whom 
was referred 

H. J. R. No. 3, Proposing to re­
peal Article V, of the Constitution 
of the State of Texas, the same be­
ing the Article creating the Judici­
ary Departmfnt of the. State and to 
adopt and enact a new Article V in 
lieu thereof, reorganizing the Ju­
diciary Department of the State of 
Texas. 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it be referred 
to the Committee of the Whole for 
public hearing thereon. 

ONEAL, Chairman. 

Committee Room, 
Austin, Texas, Feb. 24, 1933. 

Hon. Edgar E. Witt, President of the 
Senate. 
Sir: We, your Committee on Con­

stitutional Amendments, to whom 
was referred 

S. J. R. No. 12, Proposing to 
amend Sections 1. 2, 6 and 7, of Ar­
ticle V, of the Constitution of Texas, 
the same being the article creating 
the Judicial Department of the State, 
so as to make Sections 1, 2, 6, and 
7, of Article V. read as follows; etc. 

Have had the same under con­
sideration, and I am instruc~ed to 
report it back to the Senate with tha 
recommendation that it be referred 
to the Committee of the Whole for 
public hearing thereon. 

ONEAL, Chairman. 



1J u :!lrmnru 

of 

~uhgr II. Qt. llrar 

S<'nate Simple Hesolution No. rm. 

Senator Martin sent up the following resolution: 

Whereas, Judge W. C. Wear, late of Hillsboro, Texas, and for some 
time past a reporter for the State Court of Criminal Appeals, passed 
peacefully to his eternal rest this morning at 8 o'clock; and, 

Whereas, Judge Wear was long and a.lfectionately known by the 
Bar of Texas as one of its outstanding and most accomplished mem­
bers. l\lost of his useful life was spent in Hillsboro where he saw 
active service in the practice of law, having as his partners at one 
time or another Judge W. C. Morrow, a member of the Court of 
Criminal Appeals; Judge Nelson Phillips, former Chief Justice of 
the Supreme Court of Texas, and Tom Smith, former Speaker of the 
House and Attorney General of Texas. · 

Judge \VAar was for a long time District Judge of Hillsboro and 
was al ways highly efficient on the bench as he was before the Bar 
ab practitioner. Since coming to Austin in the capacity of reporter 
for the Court of Criminal Appeals he was an invaluable servant and 
the care he gaYe this laborious task, no doubt, contributed to the 
illness which caused his death. 

In every endeavor he exhibited that high degree of character which 
stamped him as a great lawyer, a great Judge and great citizen. 

The Senate of Texas feels deeply grieved at his passing; therefore, 
be lt 

Resolved by the Senate. That this simple tribute of affection be 
printed on a special page in the Senate Journal as a token of our 
respect; that a copy of same be sent to each member of his family 
a.nd that when the Senate adjourns today it do so in respect to his 
memory. 

MARTIN, 
HOLBROOK, 
BECK, 
BLACKERT, 
COLLIE, 
COUSINS. 
De BERRY, 
DUGGAN, 
FELLBAUM. 
GREER, 
HOPKINS, 
Read and adopted 

HORNSBY, 
MOORE, 
MURPHY, 
NEAL, 
ONEAL, 
PACE, 
PARR, 
PATTON, 
POAGE, 
PURL, 
RAWLINGS, 

REDDITT, 
REGAN, 
RUSSEK, 
SANDERFORD, 
SMALL, 
STONE, 
WOODRUFF, 
WOODWARD, 
WOODUL. 

unanimously by a rising vote. 
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SUPPLEMENT (Continued). 

Monday, 2 o'clock p. m., 
February 27, 1933. 

The Chair: The Committee will 
please be in order. The Secretary 
will cal! the roll. -

(The Secretary called the roll and 
declared that a quorum was pres­
ent.) 

The Chair: A quorum being pres­
ent the Committee will please pro­
ceed. 

Senator Pace: Mr. Chairman. 
The Chair: Senator Pace is rec­

ognized. 
Senator Pace: When the Commit­

tee recessed last Friday afternoon I 
made a motion, the substance of 
which was that we recess until 2: 00 
o'clock Monday afternoon at which 
time motions or resolutions would 
be in order touching the conclusion 
of this hearing and at this time I 
want to offer a resolution in the 
form of a motion. 

The Chair: The Senator fro:m 
Smith sends up the resolution. The 
secretary will please read the resolu­
tion. 

(The resolution offered by the 
Senator from Smith is as follows:) 
S. R. No.________ By Pace 

Whereas, The members of the 
Senate of the State of Texas of the 
Forty-third Legislature, sitting as 
a Committee of the Whole, have 
had under consideration the message 
of the Governor, heretofore trans­
mitted to us, concerning the activi­
ties of the Highway Department and 
its relationship with the Security 
Trust Company as is fully detailed in 
the said message of the Governor, 
and 

Whereas, The said Committee of 
the Whole has actively pursued an 
inquiry and investigation with ref­
erence to the said communication 
from the Governor since the seven­
teenth day of February, and 

Whereas, It now appears that a 
further inquiry into said matters re­
ferred to in the Governor's message 
would not serve for any useful pur­
pose to the State of Texas; therefore, 
be it 

Resolved,. by the members of the 
Senate, sitting. as a Committee of 
the Whole, That we, as such· Com­
mittee, arise and report progress, 
and, be it further 

Resolved, That said Committee 
of the Whole be instructed to report 
back to the Senate of the State of 
Texas of the Forty-third Legislature,. 
that from the evidence offered and 
as a result of the investigation made: 
to date, said Committee is unable 
and unwilling to criticize the mem­
bers of the Highway Commission of 
the State of Texas for their activi­
ties in connection with the subject 
matter of the communication from 
the Governor. In this connection, 
the Committee of the Whole is mind­
ful of the fact that the Governor of 
the State of Texas, in her communi­
cation, has not made charges, but 
has simply tendered these matters to 
the Senate for its consideration. 

Senator Sanderford: I raise a 
point of order, that the witnesses 
have not all been questioned and 
the evidence is not all in, therefore 
this is out of order. 

The Chair: I believe that would 
be in the nature of an argument 
against the adoption of the resolu­
tion instead of a point of order, 
Senator. 

Senator Blackert: I would like to 
make a substitute motion, that the 
Committee continue to adjourn and 
hold itself subject to the call of the 
Chair. My reason for doing that is 
this.-

Senator Pace: (Interrupting) I 
want to speak on this motion first. 

Senator Blackert: My reason for 
making this substitute motion is 
this, that I believe other charges 
will be made against the Highway 
Commission, and the machinery bas 
already been set up here, conse­
quently we would be in the position 
of investigating all charges. Now, 
I am further against the idea, and 
it would probably be a matter of 
sending these charges to the House, 
because to do so it necessarily 
means the question of impeachment, 
and it confines the charges. Now, 
under the direction we have and the 
authority under which we are operat­
ing I think we can investigate all 
charges, and that is my motion and 
.r respectfully submit it. 

The Chair: You offer that as a 
substitute for that resolution. Sena­
up? 

Senator Blackert: Yes. 
The Chair: You have heard the 

reading of the resolution sent up 
by the Senator from Smith, and as a 
subsitute for that resolution Sena-
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tor Blackert moves that the Commit­
tee simply recess and report prog­
ress. and recess subject to the call 
of the Chair. The matter is now 
open for discussion. The Senator 
from Smith is recognized. 

Senator Pace: '\Ve have been 
here since the 17th of February ac­
tively engaged in this investigation. 
That is ten days. I do not see that 
we have been getting anywhere in 
these charges. Certainly from the 
~Yidence that has been offered by the 
le~ding witnesses in this case, or 
with reference to these matters, we 
haven't been able to do anything 
except just add to the general con­
fusion. This Legislature or this sen­
ate, is down here for the purpose 
of trying to do something construc­
tive and I believe that if there was 
going to be anything that would 
have developed, by which for the 
time would be necessary to develop 
it, that would have developed by 
this date, and I feel that in the in­
terest of harmony and in the interest 
of going ahead with some kind of 
program here that the Senate of the 
State or Texas can get down and get 
some sort of remedial legislation en­
acted, that the various members of 
the Committees of the Senate get 
together and function properly.­
This Legislature is almost half over. 
I believe we can get in here right 
now and adopt that resolution and 
close this bearing, and I do not be­
lieve there is any reason not to do 
it. Now, I feel like, and I think the 
other members of the Senate feel like 
if we will do that,-it has not been 
any time since, if there are two sides 
of this controversey, that each side 
was accusing the other side of want­
ing to go ahead, and this ls an op­
portunity for us to close this situa­
tion now and there is no reason not 
to close it and I hope the Senate will 
adopt that resolution and rise and 
report progress. Some people have 
suggested that we throw it into the 
House. If there is any member of 
the Committee that feels that should 
be done I will state that is already 
in the House, if the members of the 
House want to take it up. They 
have that communication, and it is 
identical with the communication we 
have, and they can do so. There 
is nothing we can do about this mat­
ter as I understand it, except to 
create confusion and general mis­
understading. I think the time has 

come to arise and report progress 
and conclude this hearing and get 
down to the serious business we are 
here for. 

Senator Hornsby: '\Vill the Sena­
tor yield? 

Senator Pace: Yes. 
Senator Hornsby: Because of the 

fact that the Security Trust Company 
has been involved in this hearing 
up to now would you not be w1lling 
to give them hearing if they want 
to be present, and present their side 
of the matter? 

Senator Pace: figure if we 
would go into a lot of things, one 
man will want this and another man 
will want tha.t. I think we could 
carry this hearing for the whole one 
hundred and twenty days or for six 
months, and nobody would finally 
be satisfied. Some of them might 
be and some others would not. We 
would never get to the point where 
everybody in this Senate would be 
~utisfied because he would •1e con·· 
v111ced absolutely of his own cpinion 
Pbout the matter. 

Senator Hornsby: I understood 
Saturday that the process ha.d been 
requested for Mr. Cravens, who was 
the active vice-president of the Se­
curity Trust Company, and if Mr. 
Cravens has a statement he wan~s 
to make to this Committee I insist 
that he be given an opportunity to 
make it. 

Senator Pace: I do not object per· 
sonally. I just figured that the time 
had arrived when we could arise 
and report progress. 

Senator Blackert: If we close now 
what assurance have we that some­
body else will not want to open it? 

The Chair: I take it your resolu­
tion was to the effect that we re­
port as a Committee of the Whole 
back to the Senate. 

Senator Pace: Yes. 
The Chair: I think the difference 

between you and Senator Blackert 
is that we simply arise and report 
progress, and do not recess as a. 
Committee of the Whole, but leave 
it in its present situation. 

Senator Pace: Of couue it would 
be possible to resolve ourselves back 
into a Committee of the Whole. 

Senator Blackert: It would not be 
easy to do that. 

Senator '\Voodul: Could I aek the 
Board of Managers if they figure 
they have anything that would jus-
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tify us going on further with this 
hearing. 

The Chair: The inquiry has been 
made, Senator Martin, can you 
answer that inquiry? 

Sena.tor Martin: I just state this, 
Mr. President, it has been rumored 
I understand, and all I have is ru­
mor, the rumors are rumbling 
around that the securities placed in 
escrow to secure these deposits made 
with the Security Trust Company 
have been hypothecated by the Se­
curity Trust Company, placed up 
with the Reconstruction Finance 
Corporation for the purpose of pro­
curing a loan, and tha.t the same was 
done by and with the consent of 
the Highway Department. I don't 
know whether that is true or not 
true, but I was up home on yes­

. terday and that was being ru­
mored on the streets of the City of 
Hillsboro. Understand, I am not as­
serting it as a matter of fact, I don't 
know. I would like to have Mr. 
Cravens brought here for the pur­
pose of clearing that up. If it is not 
true the Security Tru.st Company 
ought to have it in the record; if it 
is true the Senate ought to have it 
in the record. 

Senator Woodul: Is Mr. Cravens 
in the city? 

Senator Martin: I heard the Sen­
ator from Bell ask for a process for 
him one day last week, I don't know 
what tlay it was but I think I did. 
I don't know Mr. Cravens myself. 
If I ever met him I don't recall it. 

The Chair: Do you know, Senator 
Hornsby, whether 19.e is in the city? 

Senator Hornsby: I do not see 
him here but I think you could 
phone him and I think he would 
come up here in a very few minutes. 
His home is here in Austin. 

Senator Blackert: That is what I 
am trying to guard this Committee 
and this Senate against, and that is 
these unfounded rumors. I want 
to keep this Committee here to in­
vestigate, and whenever they get 
to the dignity of a. charge they can 
investigate it. 

Senator Woodul:- Would you mind 
making that so that the Senate 
could come back here at any time 
within the next two years on the 
direction of the Chair? 

Senator Woodward: I don't think in reality there is any difference at 
this particular time between the 

Senator from Victoria and the Sen­
ator from Smith. The resolution or 
motion made by the Senator from 
Smith is ·a matter which must be 
finally acted upon by the Senate. 
His motion as I interpret it, is 
merely that this Committee now re­
cess and report progress to the Sen­
ate, with the request that the Com­
mittee be discharged, that is the 
Committee of the Whole be dis­
charged, and that the Senate make 
certain recommendations. That is a 
matter for the Senate to act upon. 
If the Senate adopts that motion 
then of course we would be dis­
charged. If the Senate does not 
adopt that motion we would still be 
in the position of a Committee of 
the Whole. In other words, as I in­
terpret it, this is an action the Sen­
ate will have to take finally, at 
which time your suggestion would 
be debatable and finally acted upon. 

The Chair: As I understand the 
difference between these two mo­
tions is that Senator Pace would 
adjourn the Committee as a Whole 
and ma.ke the final report to the 
·senate, and Senator Blackert, -

Senator Woodruff: May I make 
this su~estion with reference to the 
situation. The Senator from Smith 
in effect moves that the Committee 
recess and report progress, and re­
port in addition thereto as set out 
in the resolution. The substitute 
motion is to recess and report prog­
ress. That is as far a.s the Senator 
from Victoria would go in his mo­
tion. 

The Chair: Are you ready for the 
motion? 

Senator Woodruff: Now, Mr. 
President, may I make this sugges­
tion with reference to the situation. 
The Senator from Smith in effect 
moves that the Committee arise and 
report progress, and report in addi­
tion thereto as set out in the resolu­
tion. The substitute motion is to 
arise and report progress. That's 
as far as the Senator from Victoria 
may go in his motion. Now, this 
further observation, if the substitute 
be adopted, the Committee reports 
back to the whole Senate without 
any recommendation and the Senate 
would have nothing to act upon and 
it would then devolve upon the Sen­
ate to dissolve the Committee of the 
Whole or not as in its wisdom it may 
see fit. Now, if the Senator from 
/Victoria will simply withdraw the 
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substitute motion and let the vote 
come on the resolution, the resolu­
tion will take care of the situation he 
calls for, that is. arise and report 
progress and then take it on the 
floor of the Senate, and then the Sen­
ator from Victoria might then make 
a motion that the Committee of the 
Whole be not dissolved, but be beld 
subject to further call. 

Senator Rawlings: I make the 
point of order on the substitute mo­
tion. When we report back to the 
Senate the Committee as a Whole 
can't pPrpetuate its organization as 
a l'ornmittee of the Whole. 

The Chair. I believe the point 
of order is well taken. If we report 
back to the Senate it will be tanta­
mount to a dissolution of the Com­
mittee of the Whole and it would 
then takp another resolution before 
the Senate; I therefore hold tbe sub­
stitute motion out of order and the 
question is on the adoption of the 
resolution by the Senator from 
Smith. Read the resolution now. 

t The resolution was thereupon 
by the Seeretary and is as follows): 

s. R. No. 1. by Pace. 
Whereas, The Members of the Sen­

ate of the State of TP.xas of the 43rd 
Legislature, sitting as a Committee 
of the Whole, have had under con­
sideration the message of the Gov­
ernor, heretofore transmitted to us, 
concerning the activities of the High­
way Department and its relationship 
with the Security Trust Company as 
is fully detailed in the said messag' 
of the Governor, and 

·whereas, The saiu Committee of 
the ·whole bas actively pursued an 
inquiry and investigation with refer­
ence to th<' said communication from 
the Go,·ernor since the seventeenth 
day of February, and 

Whereas, It now appears that fur­
ther inquiry into said matters re­
ferred to in the Governor's message 
wDuld not serve any useful purposf 
to the State of Texas, therefore he 
it 

Resolved, by the members of the 
Senate sitting as a Committee of the 
\\'hole, That we, as such Committee, 
arise and report progress, and be it 
further 

Hesolved, That said Committee of 
the Whole be instructed to report 
back to the Senate of the State of 
Texas of the 43rd Legislature, that 
from the evidence offered and as a 
result of the investigation made to 
date, said Committee is unable an• 

unwilling to criticize the members 
of the Highway Commission of the 
State of Texas for their activities in 
connection with the subject matter 
of the communication from the Gov­
ernor. In this connection, the Com­
mittee of the Whole is mindful of 
the fact that the Governor of the 
State of Texas, in her communica­
tion, has not made charges, but has 
simply tendered these matters to the 
Senate for its consideration. 

Senator Martin: Mr. Chairman, 
and Members of the Committee, I 
would ask the Senate at this time 
not to act on this resolution until I 
can ascertain whether or not Mr. 
Cravens or some representative of 
the Security Trust Company wishes 
to come before this Committee of 
the vVhole and make a statement. I 
make a motion that it be postponed 
until tomorrow. 

The Chair: The Senator from 
Hill makes a motion that action on 
this resolution be postponed until 
tomorrow. 

Senator Woodul: Can't you find 
him right now? 

Senator Hornsby: Process was 
requested for Mr. Cravens the other 
day; I don't know whether it was 
issued or not. 

Senator Woodul: Any return on 
the process? 

The Chair: The Secretary tells 
me no name was delivered to him 
for process, and I have signed no 
process. 

Senator Hornsby: I heard the 
request made in open meeting of the 
Committee of the Whole that process 
for be issued for Mr. Cravens. 

Senator Sanderford: I made- the 
request. 

Senator Hornsby: I withdraw the 
motion. 

Senator Pace: If the Senator 
wants to summons the banker I am 
anxious for him to have that privi­
lege, 

Senator Hornsby: I don't want to 
summons him; I warit to give him 
an opportunity to be heard. 

Senator Martin: I will ask for 
process for him, Mr. Chairman. 

The Chair: The Senator from 
Hill asks for process for the wit­
ness. 

Senator Martin: I want to 111ake 
request that Mr. Cravens be sub­
poened here as a witness and that 
this matter be deferred until tomor­
row. 

The Chair: The senator from 
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Hill moves as a substitute for the 
motion of the Senator from Smith 
that Mr. Cravens be summoned as a 
witness and that this matter be post­
poned until tomorrow. 

Senator Moore: An ame,ndment 
to the substitute. I want to make 
a motion that a subpoena be issued 
and that Mr. Cravens be brought in 
here not later than three o'clock this 
afterlioon,-instanter. 

Senator Rawlings: Point of order; 
neither the substitute nor the amend­
ment is germane to the matter now 
before the Committee as a Whole. I 
think we should first act on the mo· 
tion to adjourn, in effect and then act 
on whether or not the process be is­
sued. 

The Chair: Overrule the point of 
order. 

Senator woodruff: I want to ask 
unanimous consent that the resolution 
and the substitute motion of the Sen­
ator from Hill be laid on the table for 
the time being. 

Senator Martin: You don't mean 
with reference to so far as the process 
ls concerned? 

Senator Woodruff: Well, you can 
then renew your request for process. 

Senator Moore: I object. 
Senator Purl: I move that the res­

olution be set as special order for 
four-thirty p. m. and at that time 
that we proceed with those witnesses 
who are in the city that the Com­
mittee wants to hear. 

Senator Moore: Point of order-the 
motion, the substitute and the amend­
ment-a substitute can't be offered to 
a substitute. 

The Chair: Point of order sus­
tained. I am going to put the motion 
of the Senator from Hill. 

Senator Woodul: The point is this: 
why kill all this time. I understand 
that Mr. Cravens-the Security Trust 
Company is here and we can phone 
right now and get him, and if he 
doesn't get here in five or ten minutes, 
let's get it done with-get done with 
it. Why put it oft' until tomorrow and 
disarrange our business. I move a 
substitute that the Senate stand at 
ease for twenty minutes. 

Senator Moore: Is Mr. Cravens in 
the city? 

Senator Woodul: If they can't get 
him, they can get somebody else in 
the bank to explain it. 

Senator Purl: I didn't make a sub­
stitute motion. I made a motion that 
the matter be set for special order 

for determination by four-thirty, and 
have the Senator bring in any witness 
that he wants to that is in the city. 

Senator. Moore: Point of order; 
can't substitute with a substitute. 

The Chair: Sustain the point of 
order. I don't know for sure whether 
I am right or not. What's your mo­
tion now? 

Senator Woodul: My substitute was 
that the Senate stand at ease for 
twenty minutes and get these fellows 
up here and get through with them. 

Senator Moore: Point of order; the 
Senator from Harris offers a substi­
tute to substitute. 

The Chair: Would you accept that 
as a substitute for your motion? 

Senator Martin: I am willing to 
stand at ease un ti! we get the wit­
nesses up here to testify. 

Senator Purl: I will accept that 
amendment. 

The Chair: What's the status now? 
Senator Martin: That process be 

issued to Mr. Cravens to come and 
bring with him a list of all bonds 
now in the possession of the American 
National Bank placed in escrow by 
the counties and the Highway ·Com­
mission; also a complete list of all 
bonds originally placed there as se­
curity for the county depositories. 

Senator Woodruff: I am raising 
the question that Mr. Cravens doesn't 
have control of those securities. 

The Chair: He might have a list 
of them. 

Senator Martin: Certainly he ought 
to have a list in his bank. 

The Cha.Ir: The Senator from Hill 
moves that the Committee stand at 
ease until 3: 00 o'clock and that proc­
ess be issued for the immediate ap­
pearance of Mr. Cravens and that he 
be requested to bring with him a list 
of the bonds now in the possession of 
the American National Bank placed 
there in escrow, and also a list of all 
bonds originally placed with the Se­
curity Trust Company. 

Senator Moore: Will the Senator 
accept an amendment to his motion? 
Accept an amendment that Mr. Cra­
vens or some other official of the Se­
curity Trust Company authorized to 
act for them, if Mr. Cravens is not in 
the city? 

Senator Martin: And who is fa­
miliar with the facts. 

Senator Rawlings: There is a reso­
lution pending here that we arise and 
report progress back to the Senate. 
Isn't that what we are working on? 
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The Chair: That's the one we are 
working on. 

Senator Rawlings: I want to ask 
the Chairman now what status things 
will be in if we adopt or reject these 
various substitutes. The matter be­
fore us is the resolution by Senator 
Pace. These various motions to issue 
process, subpoenas duces tecum and 
so forth have no relation to the mo­
tion before us. My point is that we 
should get back to the original reso­
lution and make some disposition of 
it. 

The Chair: I will state to the 
Senator from Fort Worth the resolu­
tion offered by the Senator from 
Smith is in the nature of an ad­
journment of the Committee of the 
Whole. The substitute motion now 
by the Senator from Hill is that the 
Senate simply stand at ease until 
he can have a chance to get process 
for the witness. That is the sub­
stitute. If the substitute ls adopted 
you can readily see what the proced­
ure would be. If voted down. then 
the question will recur on the resolu­
tion of the Senator from Smith. 

Senator Pace: The motion I made 
is in the nature of a motion to ad­
journ. 

The Chair: For final report of 
tbt> Committee. 

Senator Pace: That being the 
case, the Committee should vote on 
my motion first because the other 
is in the nature of a short recess. 

Senator Rawlings: Suppose we 
adopt the substitute, then you kill 
the original. The etl'ect would be 
to kill the motion when it wasn't 
intended to do that. 

Senator Pace: My point is that 
you should vote on my resolution 
first. 

Senator Woodward: I would like 
to express my views for whatever 
they may be worth. 

The Chair: All right. 
Senator Woodward: If the mo­

tion as made by the Senator from 
Smith is adopted, that ends it, and 
it would be the overruling of his 
motion. That would be the etl'ect 
of it. There would be no necessity 
for the witness. Whereas, if it is 
defeated, then we would recur on 
recessing for a few minutes to get 
that witness, and it occurs to me the 
first motion voted on should be the 
motion of the Senator from Smith 
because if it is adopted that would 
end it, and if it should not be 

adopted, then we would be back to 
the question of the witness. I be­
lieve that would be the better prac­
tice. 

The Chair: Senator Martin, the 
Chair believes your motion should 
he put first. Have you any objec­
tion to the motion of the Senator 
from Smith being put first? 

Senator Martin: I would rather 
my motion be put first. 

Senator Hornsby: I want my 
position in this matter clearly and 
definitely understood. I am not at­
tempting or asking that any process 
be issued for Mr. Cravens, and if It 
is the wish and will of this Senate 
that I telephone and ask him 
whether he wants to come and he 
doesn't want to make a statement, 
that clears the matter as far as I 
am concerned. I am not one of the 
managers and have nothing to do 
with summoning witnesses. 

Senator Purl: What time can 
you get the witness here? 

Senator Hornsby: I am not asking 
for any witness. If he says he 
doesn't care to come to make any 
statement to explain the position of 
his bank, It is all right with me, 
but I thlnk he ought to be given the 
opportunity, if he wants to come. 

Senator Martin: I have asked 
for this witness to be summoned 
here, to bring these records. As I 
stated a moment ago, when I was 
at home yesterday I heard the rumor 
there with reference to these secur­
ities having been placed up with 
the Refinance Corporation for the 
benefit of the Security Trust Com­
pany. I don't know a man In the 
Security Trust Company; If I do, I 
don't know It. I don't know a man 
in the American National Bank; if 
I do, I don't know it now, but I do 
know that we should not stop this 
proceeding at this time with that In 
the minds of anybody. If that Is 
not true, I want to prove it is not 
true. H those bonds have not been 
shifted in any way whatever I want 
to prove that fact, and If there has 
been any shifting I want to prove 
that fact. In the first instance It 
is right for them to have that ev­
idence in here. They are not asking 
me to do that. I am not bringing 
any brief or holding any brief for 
them, but I am holding one for my 
people at ·home and I don't want my 
people left up there in the air. I 
want them to know what the facts 
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are if I can ascertain those facts. If 
It is true, ·I want them to know 
what the facts are. For that reason 
I hope you will agree to let us ask 
for process for Mr. Cravens to come 
here and bring those records and 
the list and show that matter up, 
at least. 

The Chair: The question is on 
the substitute motion of the Senator 
from Hill, to let the Committee stand 
at ease for twenty minutes and pro­
cess be issued for Mr. Cravens ask­
ing him to bring the list already 
mentioned. Those in favor of the 
substitute motion vote aye; those 
not in favor of it vote no. 

(Thereupon, the Secretary called 
the roll and the vote was 19 yeas 
and 9 nays. two present and not 
voting.) 

Senator Woodward: I want to 
read into the record my reason for 
voting no. I am voting no because 
it Is my understanding unofficially 
that matter has already been in­
vestigated by the Attorney Gem,ral's 
Department, and the securities have 
all been found to be intact. It is 
a useless consumption of time. 

Senator Oneal: I voted aye be­
cause I understood Mr. Cravens 
wanted to come before the Com­
mittee to make a statement. He is 
a personal friend of mine and if he 
wants to make a statement I would 
like for him to have the opportunity. 

The Chair: The Committee will 
stand at ease until ten minutes after 
three o'clock. 

(At 3: 15 o'clock p. m. the Com­
mittee was called to order by the 
Chair, when the following proceed­
ings were had, to-wit): 

Mr. E. P. Cravens was thereupon 
called as a witness, and was duly 
sworn by the Chair, and testified as 
follows: 

The Chair: Who is to Interrogate 
this witness? 

Senator Martin: I wanted to pro­
pound some questions to him, Mr. 
Chairman. 

The Chair: Senator Martin. 

Questions by Senator Martin. 

Q. Mr. Cravens, what are your 
initials? 

A. E. P. 
Q. Where do you reside? 
A. Austin. 
Q. What Is your business or oc­

cupation? 

A. Vice-president of the Security 
Trust Company. 

Q. Being vice-president of the 
Security Trust Company, are you 
what would be termed an active 
vice-president? 

A. Yes, sir. 
Q. Your official position requires 

of you to be familiar with the af­
fairs of your institution? 

A. Yes, sir. 
Q. How long have you been 

vice-president, Mr. Cravens? 
A. Well, for approximately ten 

years; in fact, I have been connected 
with the institution ever since its 
organization, Senator. 

Q. How long has it been in ex­
istence. 

A. Since October, 1920. 
Q. It is a duly chartered cor­

poration of the State, is it? 
A. Yes, sir. 
Q. And you have been connected 

with it since its organization, but 
you didn't say how Jong you had 
been active vice-president? 

A. Well. I don't know; I was 
cashier to start with, I believe, and 
as some details connected with that 
place, I wouldn't be exactly familiar 
with them; I was listed as a vice­
president for some years, and in 
the last four or five years they 
changed that name to active vice­
president. 

Q. Then you have been active 
vice-president for the last four or 
five years? 

A. Yes, sir. 
Q. As active vice-president of 

that institution, are you connected 
with the bond buying department? 

A. Yes, sir. 
Q. And you take an active part 

in that part of your institution? 
A. Yes, sir. 
Q. Were you taking an active 

part in that part of the institution 
in 1928 and 1929? 

A. Yes, sir. 
Q. Also with reference to acting 

as depositories for the various coun­
ties, are you familiar with that de­
partment? 

A. Yes, sir. 
Q. And in buying county bonds 

you would frequently make your bids 
with the understanding that they 
were to use your place as the de­
pository, wouldn't you? 

A. Yes, sir. 
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Q. Now, your bank is acting as 
the county depository for Andrews 
County. is it? 

A. Yes, sir. 
Q. How long has it been acting 

as the depository for Andrews 
County? 

A. Without the records, Senator 
-in other words, I have the infor­
mation down there in regard to all 
these depository contracts, but with­
out it, I couldn't give you the ex­
act date. 

Q. Do you know whether or not 
your institution bought the bonds 
from Andrews County? 

A. We didn't buy the bonds from 
Andrews County. 

Q. If they sold the bonds on the 
open market, someone else has 
merely selected your bank as the de­
pository? 

A. Yes, sir, someone selected it 
as the depository; in some instances, 
we purchased the bonds and stipu­
lated in our contract that we were 
to be the depository; in other in· 
stances, the money was placed with 
us by the counties at the instance of 
the bond buyers. 

Q. Now, that's at the instance o! 
other bond buyers. 

A. Yes, sir. 
Q. Whether it was at the in­

sta.nce of other bond buyers or not, 
you did act as the depository for 
Andrews County, and they did put 
up the cash in your bank? 

A. Yes, sir. 
Q. Do you know when that was 

first done? That is to say, when 
your bank was first selected as the 
depository for Andrews County? 

A. My recollection is that it was 
in the spring of 19 31. 

Q. Andrews Connty brought the 
money, you think now, and deposited 
it in your bank in the early part of 
1931? 

A. Yes, sir. 
Q. At the time that Andrews 

County made tha.t deposit, did your 
institution give to Andrews County 
any security of any kind to guaran­
tee that deposit? 

A. Yes, sir. 
Q. What did that security con· 

sist of? 
A. Well, I couldn't state, Sena­

tor. 
Q. What records of your institu­

tion now have a complete list of 

whatever it was, whatever securities 
your bank put up? Your institution 
would now have a complete record 
of all securities tha.t were placed up 
by it to secure Andrews County for 
its deposit, would it not? 

A. Our institution has a record 
today of the securities securing that 
deposit now; as to whether or not 
it had a record of the securities 
originally placed there, I would not 
say. 

Q. Wouldn't your institution 
make a permanent record of the se­
curities that were placed up there 
when the cash was first deposited 
with you? 

A. Senator, just for your infor­
mation, a.nd I brought this along to 
show you-when we deposit se­
curities to cover an account with 
the bank which has been selected as 
trustee, we take from them a receipt 
for those securities. 

Q. Listing them all? 
A. Listing each bond issue oc 

the institution receipt. 
Q. All rigJit now then, when you 

select a bank to act as a trustee, 
then that bank gives you a. receipt 
listing all the bands? 

A. Yes, sir. 
Q. Do you know what bank acted 

as trustee for Andrews County? 
A. Yes, sir, the same one that is 

acting now. 
Q. What bank is that? 
A. The American National Bank 

in Austin. 
Q. Now then, at any time, if 

there is a.ny change made in the 
bonds from the time they were orig­
inally put up there up until the end 
of that trusteeship, there would have 
to be a record made of that wouldn't 
there? 

A. There would be a surrender 
of a receipt and a receipt issued in 
lieu thereof. 

Q. Then if there is a security 
that is now held by the American 
National Banlc as trustee, securing 
Andrews County for a deposit ma.de 
by Andrews County with your ba.nk, 
if not the same as they were origi­
nally when the deposit was first 
made, the American National Bank 
ought to have that record, ought it 
not? 

A. 
Q. 

there 

Yes, sir, I presume they have. 
In other words, any time 

are any shifts made in these 
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bonds that bank yould have to ask 
for the receipt and give you another 
receipt? 

A. That's right. 
Q. What kind of a receipt is that 

they give you? Is it made out in 
duplicate? 

A. Yes, sir, they keep one and 
we keep one. 

Q. Is it a stub or a carbon copy? 
A. Carbon copy. 
Q. 1'hey leave the carbon copy in 

the book, do they? It is in book 
form? 

A. No, sir, these are separate re­
ceipts, and they keep the carbon copy 
in their files, and ·they give us the 
original receipt for our files. 

Q. And whenever you ask for a 
change in those bonds and you sur­
render back that receipt, then they 
have both the receipt and the carbon 
copy? 

A. They issue to me a new re­
ceipt covering the bonds placed with 

·them. 
Q. But they would have the old 

receipt and the carbon copy too? 
A. They would have it at the 

time. Now, as to whether or not 
they have kept them, I don't know. 
Of course, that's a matter for their 
records. 

Q. I understand; what particu­
lar men: In the American National 
Bank has charge of that? 

A. Mr. L. D. Williams, Cashier. 
Q. Who? 
A. L. D. Williams, cashier. 
Q. He is the man that would give 

you the receipt? 
A. Yes, sir. 
Q. And he is the man you would 

deal with when you would ask for 
any changes? 

A. Yes, sir. 
Q. Now, from your own inde­

pendent recollection can you state 
whether or not Andrews County has 
the same bonds up with the Ameri­
can National Bank today that It had 
up there when this deposit was first 
made? 

A. No, sir, I couldn't. 
Q. Do you have any recollection 

of any changes having been made? 
A. No, sir; I don't. 
Q. Do you now have a receipt 

from the American National Bank 
covering liny securities put up there 
by that bank to secure Andrews 
County? 

A. Yes, sir. 

Q. See the date of it, wi!J you 
please? 

A. In August, 1932. 
Q. What else? 
A. January, 1932; April, 1932; 

July, 1931; May, 1932; May, 1932; 
December, 1931; January, 1932; 
January, 1933; January, 1932; Jan­
uary, 1932; December, 1931; Janu­
ary. 1932; and June, 1931. 

Q. Now, from the number of the 
receipts you have there from the 
American National Bank it shows 
that there has been different receipts 
issued: would you know from that 
that there had been changes In those 
securities? · 

A. There are bound to have sub­
stitutions from the dates here. 

Q. That is because you say you 
became the depository for Andrews 
County in the early part of 19 31? 

A. Yes, sir. 
Q. Now, do you say that your 

bank wouldn't have any permanent 
record of any of the bonds that were 
originally placed with the American 
National Bank as securities? 

A. The American National Bank 
records· would show the information; 
in handling the millions of bonds 
we have, Senator, I could not attempt 
to state offhand; in other words, 
we would have to dig them out of 
our records, and I would be aw­
fully glad to do that for you, if you 
wish. 

Q. Would not your bookkeeping 
department have to show the disposi­
tion of any bond that your Institu­
tion might hold at any time? 

A. No, sir. Our records would 
have to show at any one time wheth­
er or not the bonds were in our 
vault or were in some one else's pos­
session as securities for some deposit 
made; they would show that at all 
times. 

Q. Your institution would not 
make any permanent record or any 
permanent account- of any of the 
bonds that were placed up with the 
American National Bank and you 
would not have any record then, but 
just the mere receipts from the 
American National Bank? 

A. That's what we have always 
had. 

Q. And that's all you have had, 
is it? 

A. Yes, sir. 
Q. And you don't think your 

bookkeeper would make out any per­
manent list for your institution~ 
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A. No sir; there wouldn't be any A. You do not understand Sena· 
necessitv for it. because there would tor. We have a receipt for that 
either be the bonds there or we bond. In other word, we are pre­
would have a receipt for the bonds. pared at any time to produce that 

Q. Then if you don't have that bond or a receipt for it. 
list and you don't have a receipt, you Q. But you are not prepared at 
woulrln't have any way of knowing any time, or you do not keep a com­
what the American National Bank plete history of what you have been 
might have? doing with that bond from the time 

A. Not unless we could get a it came into your hands? 
duplicate from them; they are not A. No, sir, we could not. 
over two blocks from us and it Q. Because you would make an 
wouldn't be a very hard matter to entry on that sheet and later on 
do that. erase it and put something else 

Q. When you get your bonds, there? 
don't your bookkeeping department A. In other words we keep a 
make any entry anywhere with ref- complete history where that bonil 
erence to them, what bonds they are? was any time. 

A. Yes, sir, we have a bond led- Q. And when it came back you 
ger, showing at all times the bonds marked that first entry out, is that 
we own. it? 

Q. But you don't keep any rec- A. We would absolutely put a. 
ord in that bond ledger as to where notation on there as to where it 
those bonds are at any particular was. 
time? Q. But I say, you would make a 

A. We have an entry on the notation when it went out, where it 
back of each sheet, showing where was, and when it came back you 
the bonds are. would erase all of that, it wasn't out 

Q. Then you wouli have a record anywhere then? 
showing where they are, wouldn't A. If it was out and came back 
you? into our hands and went into our 

A. No. sir; you see that Is a pen- vaults we would put a memorandum 
cil record for our information, and that it was in our vaults and it 
whenever that bond-for instance, would be there. 
suppose we had that bond in our Q. Y,:ou would put a memoran­
va ult and we sold that bond, then dum showing that it was in the 
the erasure would be made on the vault then you would erase what 
back of the-that's not typical of the was on the back of the sheet? 
example that I had in mind; sup- A. I just said I would. 
pose we had that bond, that it was Q. What? 
pledged with Andrews County, and it A. In other words, instead of trac­
was later drawn down in money, ing your bonds as you think we should, 
that they paid out the bonds and re- a history of the entire transaction, 
leased us and then we pledged them we have at all times a record in our 
later with some other county, then I bank as to where the bond is. 
an entry would have been made on Q. Where it is, but do you have 
the back of that ledger sheet show- a record of where it has been? 
ing what county it was placed with. A. No, sir, we haven't. 

Q. The notation made on the led- Q. You don't have that? 
ger sheet would show that it was put A. No, sir. 
up? Q. That is what I wanted to get. 

A. We have a bond ledger and on A. We haven't got that. 
the ledger itself is a description of Q. I noticed you have Bell county 
that bond. and then on the back of lisfed, or we have it here as one of 
the sheet is a memorandum in pencil the depositors. Do you remember 
as to where that bond is; for your whether you bought their ~onds or 
information, however, if that bond whether that was cash deposited? 
is placed somewhere else, an erasure A. We bought the Bell County 
is made of our pencil memorandum, bonds. 
and a notation is made as to where Q. Would you have any way at this 
the bond has been placed. time of showing how you secured Bell 

Q. Mr. Cravens, would your in· County for that deposit, when your 
stitution keep books by making en· bank was selected for depository for 
tries and erasures? that fund? 
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A. We have three receipts bearing 
the same date, November 3, 1921. I 

. would not be prepared to state from 
memory about those dates, but we 
have three receipts, Senator, showing 
the bonds we have. 

Q. You have three receipts from the 
American National Bank? 

A. Yes, sir. 
Q. Dated when? 
A. November 3, 1931. 
Q. November 3, 1931? 
A. Yes, sir. 
Q. Do you know where those par-

ticular bonds are now? 
A. These bonds? 
Q. Yes. 
A. They are with the American 

National Bank. 
Q. The Bell County bonds, do you 

know where they are? 
A. You mean the bonds which we 

purchased? 
Q. Yes. 
A. I don't know, I couldn't say. 
Q. Do you know whether you sold 

any of them or not? 
A. No. I am sure we don't own 

them. They were sold. Our records 
would show probably to whom we 
sold them. 

Q. Are you certain, Mr. Cravens, 
they were sold? 

A. Yes, sir. 
Q. You don't think they were put 

up somewhere as security for money 
borrowed? 

A. I say I am sure they were sold 
-I wouldn't say positively all of 
them were sold or whether money 
wa.s borrowed on some of them, that 
may be. 

Q. What security do your receipts 
there show that tbe American Nation­
al Bank has now to secure Bell Coun­
ty? 

A. $25,000 Liberty County 5 % 
road bonds; $45,000 City of Corpus 
Christi, and $1,000 Live Oak County 
bonds. 

Q. Are you or not prepared to say 
whether those are the identical bands 
placed in security at the time you 
got the Bell County bonds? 

A. No, sir, I am not. 
Q. Could you say with reference 

to any of these bonds listed, for in­
stance, in Bowie County, Colorado 
County, Concho County, Gaines Coun­
ty, Liberty County, Lipscomb Coun­
ty, Live Oak County, Madison Coun­
ty, Matagorda County, Reagan Coun­
ty, Refugio County, San Jacinto 
County, Tyler County, Van Zandt 

County, Wheeler County, and Wood 
·County-can you state whether or 
not the bonds that are now held by 
the American National Bank to se­
cure these particular counties for 
the deposits made in your bank, the 
bonds, that are in the American Na­
tional Bank now, are the same bonds 
that were put up when your bank 
was selected as the county deposi­
tory? 

A. I am not prepared to say that. 
Q. And you could not ascertain 

that fact from any record in your in· 
stitution? 

A. Not that I know of. 
Q. Not that you know of? 
A. No, sir. 
Q. How long has it been since you 

have kept books in your institution? 
A. You mean how long since I have 

kept books? 
Q. Yes? 
A. I have not kept books. 
Q. Who is your head bookkeeper? 
A. Mr. Nelson is our bookkeeper. 
Q. What are his initials? 
A. Joe Nelson. 
Q. He is now your booklceeper? 
A. Yes, sir. 
Q. How long has he been your 

bookkeeper? 
A. Oh, for a number of years. 
Q. Then if you should have any 

record in your bank he would know 
about it? · 

A. Yes. 
Q. Mr. Cravens, you knew about 

the agreement that was entered into 
between your bank and the county 
judges or the commissioners courts 
of these various counties and the 
Highway Department in the early 
part of the year 1932. wherein, or 
by virtue of which agreement, the 
Highway Department were holding 
the warrants issued by the counties 
for which your institution is a de­
pository. agreeing not to present 
them except as it might be there­
after determined it should be pre­
sented? 

A. Yes. 
Q. You are familiar with that, 

are you not? 
A. Yes, sir. 
Q. Do you remember what time 

that agreement was entered into? 
A. As I remember it was in 

either January or February of last 
year, that is my recollection. We 
have plenty of executed copies of 
those agreements. the dates appear­
ing on them. The exact dates of 



558 SENATE JOURNAL. 

those instruments of course, we 
would be very glad to give you. 

Q. Now, I want to get at this 
point, Mr. Cravens, was there a new 
contract or agreement entered into 
between your institution and these 
various counties in January, 1932 
with reference to your bank acting 
as a depository for the counties? 

A. There was an assignment.­
there was an agreement entered into 
between the Highway Department, 
the counties and the Security Trust 
Company, I believe, and the Amer­
ican National Bank as trustees. 

Q. You have a copy of that 
agreement, have yoll? 

A. I have plenty of them at the 
office, I haven't any with me. 

Q. Did they enter into a sepa­
rate, distinct contract with reference 
to each county or was it one general 
contract? 

A. It was a separate contract 
with reference to each county. 

Q. Every county entered into its 
own contract? 

A. That is right. 
Q. That is with reference to Jan­

uary, 1932. 
A. Yes, sir. 
Q. Now your institution was al­

ready acting as county depository 
for these various counties prior to 
January, 1932, was it not? 

A. Yes, sir. 
Q. And your institution had al­

ready put up security with the Amer­
ican National Bank to secure these 
counties? 

A. Yes, sir. 
Q. And these counties were is­

suing warrants to the Highway De­
partments to pay their part of the 
road buildtng projects that were go­
ing on in these counties? 

A. That is right. 
Q. Why was it necessary, If the 

Highway Department was going to 
sit and hold these warrants, why 
was it necessary to enter into any 
new contracts or agreements with 
the counties? 

A. The Highway Department pre­
pared that contract, and that was 
their method of handling it. 

Q. They prepared the contract? 
A. Yes, sir. 
Q. When did they prepare the 

contracts? 
A. At the time of the execution. 

Have you one of those con tracts be­
fore you? 

Q. Yes, I think I have. 

A. What is the date of one of 
those con tracts? 

Q. This is only a form. Let's 
see just a minute - -

A. (Interrupting) I have plenty 
of executed copies at the office. 

Q. This is not dated. Did you 
enter into a contract like that prior 
to January, 1932, with the counties? 

A. No, not a contract like that, 
Senator. 

Q. I don't know that that Is the 
kind of contract you have reference 
to. I will exhibit it to you in a min­
ute and let you pass upon it. I will 
ask you to examine that and see it 
tha.t was the kind of contract en­
tered into. (Senator Martin exhibits 
a paper to t!1.e witness.) 

A. Senator, this is not the form 
of contract I was referring to, the 
new contract we entered into. 

Q. The new contract? 
A. Yes. This is the old con­

tract. 
Q. Could you ask someone to 

call down to your department and 
ask them to bring up two or three 
or four of those contracts that we 
may have them here to examine? 

A. Yes, I will do that. 
Q. This contract here is the old 

contract that was entered into prior 
to the January, 1932, agreement? 

A. Yes, sir. 
Senator Wood ward: Senator Mar­

tin, I think there is one of those in 
the record already. 

Q. Mr. Cravens, one of the con­
tracts entered into in January, 1932, 
the same, that is to say the same 
kind of contract, the same wording 
in every one of the contracts, were 
they the same with all of these coun­
ties? 

A. That is my understanding. 
We signed them as they were 
brought down there to us. 

Q. You don't think there is any­
thing in any of these contracts pro­
viding that the entering into of them 
should not change or alter any or­
ders theretofore made by the High­
way Department? 

A. I don't know. I suggest we 
get one of those contracts and see 
exactly. 

Q. You wouldn't undertake to 
say what they contained or whether 
they were all exactly the same or 
not? 

A. I think they were. They were 
all on printed forms as I understand. 

Q. Now, Mr. Cravens, prior to 
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January, 1932, prior to the date 
when these county judges and com­
missioners of the various counties 
using your institution as a deposi­
tory appeared in Austin, and prior 
to the date on which you entered 
into this contract with them and the 
Highway Department and the Amer­
ican National Bank, your institution 
had had a matter of a loan up with 
the Reconstruction Finance Corpo­
ration, hadn't it? 

A. The Reconstruction Finance 
Corporation loan matter came up 
afterwards. 

Q. Came up afterwards? 
A. Yes, sir. 
Q. There had not been any cor­

responO.ence by any man represent­
ing your institution with any of the 
officials of the Refinance Corpora­
tion '\ ith reference to procuring a 
loan prior to that date? 

A. At the time the county judges 
were here, and later on at Dallas, 
when we had a meeting with certain 
banks to which our institution was 
indebted,-for instance those people 
were told that we owed, and the Re­
construction Finance Corporation 
were told also, I know the banks in 
Dallas were. That was along about 
that same time. That loan by the 
Reconstruction Finance Corporation 
bore date February 26, 1932. 

Q. What's that date, Fe.bruary 
26th? 

A. Yes, sir, our loan with the R. 
F. C. was prior to the date of Feb­
ruary 26th, but I know- you see 
they were not- we got one of the 
first loans that were made by the 
San Antonio Agency, the machinery 
had not been put in operation at that 
time. 

Q. Mr. Cravens, don't you know 
as a matter of fact that your attor­
ney, Mr. Keeling,-he represents 
your institution? 

A. He is not our attorney. He 
owns stock in our institution and is 
on the board. 

Q. He is on your board? 
A. Yes, sir. 
Q. Don't you know as one of the 

Board of Directors he had had the 
matter up with the Refinance Cor­
poration, and had received back from 
them just exactly what had to be 
done before that loan could be made. 
he had all of that in his hands prior 
to the date of the meeting of the 
county judges? 

A. I don't know that to be a fact. 
I think you are wrong about that. 

Q. As a member of your board 
any correspondence he had would be 
in the files of your Institution? 

A. Probably found in his file. 
Q. You don't think your institu­

tion would have the copies or any­
thing? 

A. No. I am .sure that can all 
be verified, but I am sure at that 
time we probably hadn't gotten any 
requirements from the R. F. C. defi­
nitely as to what they required. 

Q. But you wouldn't say you 
hadn't been corresponding with them 
-that he hadn't been corresponding 
with them? 

A. No, I wouldn't say; he would 
be best qualified to answer himself. 

Q. You hadn't seen any such cor­
respondence? 

A. No, sir. 
Q. Mr. Cravens, don't you know 

as a matter of fact that when this 
i;neeting was had here, these county 
Judges, to get an agreement made 
of shifting of the securities which 
they held in the American National 
Bank with the end that your institu­
tion that might make that loan or 
might get that Joan? 

A. · State that again, Senator. 
Q. Don't you know that the 

meeting of these county judges here 
and the county commissioners,-and 
the agreement they entered into at 
that time with your institution, the 
Highway Department and the Amer­
ican National Bank, in which thesP. 
bonds were placed, that the agree­
ment, bY the terms of which or rea­
son of which your institution was 
able to shift these bonds these coun­
ties held prior to that time was in 
order that you might get a loan from 
the Refinance Corporation? 

A. No. In talking with the Re­
finance Corporation Agency in San 
Antonio,-it was a new thing to 
them, and one of our first conversa­
tions with them over there was in 
regard to the amount of Joans we 
might get and for what purpose, and 
they stated the only thing they would 
be interested in wonld be the reliev­
ing of banking institutions whom we 
owed. 

Q. Banking ·institutions whom 
y·ou owed'! 

A. Yes, sir, in other words, they 
stated--

Q. (Interrupting) In other 
words, they wouldn't make any Joan 
.to you to cover part of what you 
might owe the counties? 

A. That's right. 
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Q. Now, you say that was one of in banks in December or November, 
the conditions or one of the consid- as far as that is concerned. 
erations, that they would only be Q. But prior to the meeting here 
interested in making you a loan that in January had "there been any shift­
would relieve other institutions that ing of bonds, do you know whether 
you owed? there had been any shifting of bonds 

A. Yes, sir. in January? 
Q. You never have• answered A. Were any bonds shifted to the 

whether or not in January. 1932, at R. F. c.? 
the time that the commissioners were Q. Yes, sir. 
here that there was a shifting of the A. There were none to the R. F. 
honds. that is to say, exchange of c. If it was done, it was just done 
bonds, that these counties already in the nature of business,-no whole­
held as security for their deposit sale shifting of bonds. 
with you? Q. What you mean to say is--

A. No, sir. A. (Interrupting) What I mean 
Q. Was no change or shift at to say is that if we had disposed of 

all? any bonds or substituted a bond at 
A. No, sir, in other words, the that time it would have been the 

bonds placed with the R. F. C. were usual procedure. In other words, 
bonds held by other banking inst!- there was no attempt to substitute 
tutions to secure Joans which we had bonds at that time,-at the time of 
with them. the R. F. C. loan or at the time of 

the meeting of the county judges 
Q. And none of them had prior hne. In other words, when they 

thereto been up with the American were here a complete list was fur­
National Bank or any other institu- nished them of the securities. 
tion as trustee to secure these coun- Q. Furnished whom 7 
ties? A. The county judges, each one 

A. I don't say they never had as they came In and went into this 
been at any time,-none of them. meeting, why, we prepared for them. 
· Q. Refer back to Andrews Coun- at that time. a complete list of their 
ty, read the date of your receipt? securities for the benefit of their 

A. August 25th, 1932; January meeting here. 
25th, 1932- Q. You don't think they had 3. 

Q. (Interrupting) Walt a min- complete list prior to that? 
ute, right there, January 25th, 1932. A. They may not have brought it 
Do you remember the date on which down. In other words, they camr· 
these contracts were entered into down here in response to a wire, and 
with these counties? some of them came down here with-

A. No, I don't. out any list, and so we gave them 
Q. You don't know whether it one anyhow, a complete list of th? 

was on January 25th, 1932, or not? securities their county had at that 
A. No, I don't. t!mE'. 
Q. Can you give any particular Q. And after they executed thi~ 

reason why you got another receipt contract and agreement here when 
from the American National Bank any bonds were shifted of any kind 
on that day? the Highway Department had to give 

A. No, I can't. its consent? 
Q. The American National Bank A. That's right. 

had been actin~ as trustee prior to Q. In writing? 
that time for your institution and A. Oh. it was in writing, yes, sir. 
thes<' counties and was holding the Q. Do you think that there has 
bonds to secure the county's account. been any change of bonds since you 
Can you give any reason why the re- entered into the contract in 1932? 
ceipt bears date of January 25th. A. Oh, I think there have been a 
1932? few exchanges. 

A. No, sir, I can't, Senator, but Q. And In each and every in-
just to clear your mind about this stance the Highway Department gave 
matter, these loans we had with all its consent in writing? 
these banks,-if you know the bank- A. Yes, sir. 
ing conditions existing at that time, Q. You would have that in your 
they were loans we had owed those records, files? 
banks several months. In other A. We will either have them our­
words, no new loans were obtainable I selves or the other bank will; they 
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would have to have them for their 
protection. 

Q. They would have to have 
them for their protection? 

A. Yes, sir. 
Q. In other words, that might 

not come through your hands, or 
might go direct from the Highway 
Department to· the trustee bank? 

A. Yes, sir, a letter probably 
would be written by the county ad­
dress.ed to the . American National 
Bank, subJect to approval of the 
State Highway Commission, and they 
authorized the release of such and 
such bonds. 

Q. Let's look over some of the re­
ceipts. Take for instance, Concho 
Co:unty. Can you find Concho Coun­
ty? 

A. Yes, sir. 
Q. Did you find Concho County? 
A. Yes, sir. 
Q. How many receipts do you 

find from the trustee bank there? 
A. Six. 
Q. What a.re their dates? 
A. October, 1931, December 

24th, 1931, December 21, 1931, 
October 27th, 1931, August 3rd, 
1931, and February 19th, 1932. 

Q.- The first one you have is in 
October, 1931? 

A. Yes, sir. 
Q. Your bank then was acting as 

depository for Concho County, prior 
to that time, was it? 

A. Yes, sir. 
Q. At the time the money was 

placed in your institution by Concho 
County, you at that time made such 
bond a.s they required? In other 
words, put up the collateral? 

A. Yes. sir. 
Q. With the trustee institution? 
A. Yes, sir. 
Q. In every one of those receipts 

it would at least show there had 
been at that particular time a 
<:hange in the securities? 

A. Yes, sir. 
Q; Did the contract you had with 

-the commissioners court provide 
you had to get .their agreement in 
writing that these changes might be 
made? 

·A. I don't think so. 
Q. Or do you say your_ institu­

tion could put up just such bonds 
with the American National Bank, 
such bonds as were sufficient to 
satisfy the commissioners court of 
()oncho County, and later on, with-

out consulting them, you could ex­
change those bonds? 

A. I think so. 
Q. How is that? 
A. I think so. 
Q. And you did do such? 
A. Yes, sir. 
Q. And you couldn't find· any 

record as you know in your institu­
tion that would show what particu­
lar bonds were shifted or exchanged? 

A. I don't think so. 
Q. And so far as you know the 

American National Bank wouldn't 
have any such record? 

A. I wouldn't attempt to say 
that. I wouldn't answer for their 
records. I wouldn't say. 

Q. Let's take another county 
here, for instance. Let's take Live 
Oak County. How many receipts do 
you have from the American Na­
tional Bank for Live Oak County? 

A. Ten. 
-Q. Ten different receipts? 
A, Yes, sir. 
Q. What are their dates? 
A. December 21st, 1931, Febru­

ary 10th, 1931, December 21st, 1931, 
January 13th, 1932, February 10th, 
1931, October 15th, 1930, February 
10th, 1931, January 13th, 1932, Feb­
ruary 12th, 1932, December 21st, 
1931. 

Q. You said a moment ago those 
particular receipts would show at 
that particular time you had up 
other securities which you already 
had up with the American National 
Bank? 

A. Yes, sir. 
Q. And you didn't have to get 

the consent of the county whose de­
posits at that time? 

A. That Is my understanding. 
Q. Do you have a contract or 

copy of a contract you entered into 
with those counties before January, 
1932? 

A. Yes, sir. 
Q. Did those contracts give you 

the right to make the changes of 
those securities when you saw fit? 

A. It gave us a right to make 
substitutions. 

Q. Without the consent of the 
commissioners court? 

A. Yes, sir. 
Q. Did you have to get the con­

sent of anybody to make them? 
A. As I understand, I don't think 

we did. 
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A. You don't think you had to 
get the consent of anyone? 

A. No, sir. 
Q. Let me ask this question. Did 

you ever at any time, or your insti­
tution at any time take the original 
bonds that were pu_rchased from 
any particular county and put those 
bonds up with the American Na­
tional Bank t~ secure deposits? 

A. We may have done that. 
think we probably did, in several 
instances. 

Q. You think you probably did 
in several instances? 

A. Yes, sir. 
Q. Can you mention what par­

ticular counties? 
A. In other words, if those bonds 

were not sold at the time, we prob­
ably did. If they were sold, or con­
tracted to be sold, we would use 
some other bonds. It was purely a 
matter of convenience. 

Q. If they were not sold or con­
tracted - - -

A. (Interrupting) What is that? 
Q. If they were not sold, or con­

tracted to be sold, you would ordi­
narily just put them up? 

A. We would at least put up 
some of them. There was no partic­
ular policy that we put up these 
bonds. We used some of their bonds 
and some others. 

Q. Did these county judges ever 
call upon you to give them a com­
plete list of their bonds you were 
putting up with the American Na­
tional Bank, before you put them 
up to secure these deposits? 

A. I can't say. The carrying out 
of the contracts,--that is, the visible 
carrying out of them, was done by 
some of my employees. and I don't 
know just the circumstances sur­
rounding it. Sometimes the judges 
came down and sometimes they did 
not. I wouldn't be prepared to say 
whether or not they ha.d a complete 
list at all times of those securities. 

Q. You wouldn't be prepared 
to say that every time you made a 
change in the securities that you 
gave them notice of that fact? 

A. No, sir. 
Q. In other words, you wouldn't 

be prepared to say you didn't give 
them notice,-either way, you 
wouldn't say it either way? 

A. No, sir, I say this, that I 
don't think notice was required and 

I feel positive that no notice was 
given. 

Senator Martin: Mr. Chairman, I 
ask to surrender the witness for a 
little time until I can examine these 
papers, please. 

Questions by Senator Sanderford. 

Q. Mr. Cravens, does the Secur­
ity Trust Company come under the 
State Banking Commission? 

A. Yes, sir. 
Q. What is the capital stock of 

the Security Trust Company? 
A. $400,000,00. 
Q. What is the surplus, now, do 

you know? 
A. $400,000.00. 
Q. $400,000.00 capital? And 

$400,000.00 surplus? 
A. Yes, sir. 
Q. What are the assets of the 

bank? 
A. You mean ---
Q. Your last statement. What do 

your assets show? 
A. I think around $8,000,000. 
Q. Around $8,000,000? 
A. Yes, sir. 
Q. Mr. Cravens, when you-before 

you got the loan from the Reconstruc­
tion Finance Corporation, wasn't it 
necessary for you to enter into a con­
tract with them, or did you submit 
them a contract prior to receiving the 
loan? 

A. No. We entered into negotia­
tions, Senator, and filed our formal re­
quest. In fact, they have an applica­
tion that is a regular book which we 
filled out and submitted it to the 
San Antonio agency and made appli­
cation through them. 

Q. Where was the loan granted? 
A. In Washington. 
Q. Were you in Washington? 
A. Yes, sir. 
Q. At the time the loan was grant-

ed? 
A. Yes. sir. 
Q. Who else was with you? 
A. General Keeling was there at 

the time the loan was granted, and 
Mr. Caswell and T. H. Davis of the 
Austin National Bank. 

Q. No one else? 
A. No, sir. 
Q. Now, how many banks, Mr. 

Cravens. were you indebted to at the 
time you made this loan with the Re­
construction Finance Corporation? 

A. As I remember it, Senator, there 
were approximately 31 banks. It haa 
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been our custom in the past, not only 
to handle depository accounts for 
counties, but we also made a business 
of furnishing bonds to banks under a 
guaranty agreement for them to secure 
their deposits, and we owed approxi­
mately 31 banks at the time of the 
Reconstruction Finance Corporation 
loan. 

Q. Under this loan did you have 
some kind of repurchase agreement 
for the securities you put up with 
them for the loan? 

A. We guaranteed them against 
loss. 

Q. You guaranteed them against 
loss? 

A. Yes, sir. 
Q. And in order to keep those 

banks from losing it was necessary 
for your hank to make this loan? 

A. Yes, sir, in view of the stringent 
financial conditions existing at that 
time. Quite a number of those banks 
needed their money and it was in 
order to relieve them that they grant­
ed our request for a loan. 

Q. Were there any large withdraw­
als of county or St.ate funds that 
caused you to have to have these 31 
bank loans over the State? 

A. · No, sir. A large number were 
banks to whom we were furnishing 
bonds, but during the months of, I 
will say, October, September and No­
vember of 1930, we paid out quite 
a good deal of money and borrowed 
quite a good deal of money. 

Q. Was that the permanent Univer­
sity fund, or the building fund? Was 
that when they started this big build­
ing program? 

A. The University had not drawn 
much money. A lot was highway 
work, and then we had a bank failure 
in San Antonio that caused quite a 
number of withdrawals from our inst!· 
tution, and conditions were very very 
stringent in a financial way at that 
time. 

Q. Did the City of Austin use 
your bank as a depository? 

A. No, sir. The City of Austin 
did not, directly. Their depository se­
cured bonds from us at that time. 

Q. Did Travis County? 
A. Yes, sir. 
Q. They did? 
A. Yes, sir. 
Q. Do they now? 
A. No, sir, Travis County does not. 
Q. When did they withdraw their 

account? 
A. That account was paid-was re-

imbursed at the time of the Recon­
struction Finance Corporation loan. 

Q. Was that in full? 
A. Yes, sir. 
Q. How much was that, do you 

remember? 
A. I don't remember. 
Q. Half a million dollars? 
A. Less than half a million. I 

would say roughly probably around 
three hundred and fifty thousand 
dollars, something like that. 

Q. But they made their. with­
drawals without any loss whatever. 
They got theirs out, did they not? 

A. Yes, sir. 
Q. That happened long after the 

time that the State Highway Depart­
ment was holding warrants from these 
counties against your bani<, did It 
not? 

A. That happened afterwards, yes, 
sir. 

Q. If the Highway 1Department had 
presented those checks that they had 
been holding when you received that 
Reconstruction Finance Corporation 
loan, would they have been cashed? 

A. No, sir. 
Q. They wouldn't? 
A. No, sir. We didn't receive the 

proceeds from the Reconstruction Fi­
nance Corporation loan in our insti­
tution. It went to the Federal Re­
serve Bank at San Antonio. 

Q. Then out of what funds did 
Travis County withdraw? 

A. They sent their securities to the 
Reconstruction Finance Corporation 
and they were taken up by them. In 
other words, they were forwarded to 
the Federal Reserve Bank at San An· 
tonio for payment. 

Q. Now, if these various counties 
with their bonds in escrow had of 
thought about that and sent them to 
the Reconstruction Finance Corpora­
tion they could have gotten theirs 
cashed also? 

A. No, sir. The Reconstruction 
Finance Corporation required us to 
margin our bonds to 90 cents and at 
the time we became involved the 
Travis County deposit was at a low 
ebb. Tax remittances were coming in 
during January and that stopped the 
fiow of that money into the Trust 
Company and it was to our advantage 
to cash in, and it was that excess 
that helped us margin the bonds down 
with the Reconstruction Finance Cor­
poration. 

Q. Why wouldn't it have been good 
business and . to your advantage to 
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have included all these escrow bonds I by reason of the fact that this all 
in there and gotten enough to have- happened at the time when we had 

A. (Interrupting) It would have an excess, they took advantage of It 
been fine if they would have done it. , naturally; before releasing the bonds 
We made the suggestion that they do I' to the R. F. C., they required that 
it. they be paid off in full-

Q. Did their appraisal committee Q. (Interrupting) The R. F. C. 
go over all your bonds, all your as- required that, you mean? 
sets, and select the ones on which I A. Travis County required it; in 
they made your loan? other words, Travis County would 

Senator Martin: Will you wait a not surrender her bonds until the 
minute until I speak to Mr. Cravens? R. F. C. paid them of!'. 

Q. Did the appraisal committee of Q. The truth about that whole 
the Reconstruction Finance Corpora- situation is, if I understand it, that 
tion go over all of your bonds that the choice, selected securities were 
you had and select the ones on which all taken and placed with the R. F. 
they would loan you money? C. for a loan and the chaff of the 

A. No, sir. They made the propo- group were put in escrow for these 
sition they would only loan where counties? 
banks were involved and they would A. You are wrong. The counties 
mal1e no loans that would take care had what they had, Senator, and 
of any counties at all. However, in there was no-at the time of that 
trying to margin our bonds down we loan, there were loans that had been 
had to put in this Travis County ac- made months prior-in other words, 
count where the margin was great there had been no new loans made 
enough to help us in margining the for a long time prior to that by tho 
rest of our bonds down to 90. bank. There was not any shifting 

Q. And Travis County, as a re- of bonds to provide for any require­
suit of that, got full credit for all ment of the R. F. C. In other 
of their deposits? I words, the R. F. c. took the bonds 

A. Yes, sir. of every bank that was submitted. 
Q. You don't know whether Bell In other words, there was no bank 

County was in that or not? left out; they took everything that 
A. Was in what? was submitted to them. 
Q. Whether the Bell County Q. And the Travis County se-

bonds were in that group that went curities? 
to the R. F. C. A. Yes, sir, but the R. F. C.-1 

A. No, sir. wil! saJ'. this: there are certain Texas 
Q. You mean you don't know counties that I consider good and 

about that? yet whose bonds at that time were 
A. No, sir. not selling at any high figure and are 
Q. You just made the statement now not selling at any high figure, 

that the R. F. C. would not loan and I say that the R. F. C. took all 
on any matters unless it was for the of those bonds regardless. 
relief of banks; how then did you Q. Those bonds that are in 
get Travis County in on that, when escrow to secure the county deposits, 
their policy was not to loan on any did you consider them worth a hun­
matters unless it was for the relief dreds cents on the dollar when you 
of hanks? put them up to secure those ac-

A. Simply and solely because we counts? 
had to get Travis County, because of A. In other words, those that 
tfle margin that existed in that were put up were intrinsically worth 
county at that time. a hundred cents on the dollar. 

Q. Do you mean- Q. What do you mean by in-
A. If we had had Travis County trinsically? 

later on-in other words, their tax A. I mean to say that they were 
collections were corning in, and we good and we figured them on the 
were the regular depository of Travis basis they would have been paid on 
County, and all their tax money maturity sale; of course, we paid 
would have to come in to us. more than par plus for some and Jess 

Q. In other words, Travis County than par plus for others. 
wouldn't permit their bonds to go Q. As an estimate, approximately 
up there for a loan- what do you figure they would bring 

A. In other words, ~ravis county on the market today? 
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A. It is hard to estimate; th ere 
is no particular market for the 
bonds now; it is just mere specula­
tion as to what they would sell for. 

Q. Well, you are a bond man, 
aren't you? 

A. I thought I was. I would not 
qualify as an expert. In fact I 
think we all have learned a lot, but 
I will say this: I thought I was a 
bond man; I had about ten years ex­
perience as a bond man. 

Q. There is over two million dol­
lars worth of those bonds up, isn't 
there? 

A. Yes, sir. 
Q. Now, today, those bonds are 

not worth, if they were to seli them 
out, forty cents on the do!lar, are 
they? 

Q. Well, I wouldn't be quite 
that harsh with them. I under­
stand that you have had some com­
ments along that line. 

Q. They are not worth over fifty 
cents on the dollar, are they? 

A. No, sir, on a sacrifice sale, I 
don't know that they would bring 
over fifty or sixty cents. 

Q. Then, on today's market, 
there is a mi!lion dollars loss on that 
two million dollars, isn't there? 

A. I don't know whether you 
could find a market for two million 
dollars worth of bonds today or not. 

Q. I didn't ask you anything 
about finding a ·market for them; I 
just asked you if there was that 
much loss on them? 

A. There is not a good market 
for bonds today; you might get an 
expert that will tell you a certain 
bond is worth fifty cents on the dol­
lar, and another expert will. tell you 
it is worth eighty cents. 

Q. They are worth just what 
they will bring if they are sold in 
the open market, aren't they, just 
like a mule or a cow? 

A. Well, in other words, if there 
is no market at all, then they are 
not worth anything? 

Q. Yes, sir, and some of them 
down there are not worth anything, 
are they? 

A. I understand that you have 
been so informed. 

Q. I am asking you if some of 
them down there are not worth any­
thing? 

A. Well, I wouldn't say that they 
weren't worth anything. 

Q. Are there some worth a hun­
dred cents on the dollar? 

A. I don't thin-k there are, that 
would bring that much if sacrificed 
at the present time. 

Q. On today's market, I am talk­
ing about, isn't there a million dol­
lar loss on those bonds put up in 
escrow down there? 

A. If they were sold today, there 
would be a considerable loss; 

Q. Well, if they brought fifty 
per cent of their value, it would be a 
million dollar loss, wouldn't it? 

A. Yes, sir; in other words, there 
is a loss on the bonds. 

Q. And the percentage would fig­
ure around a million dollar loss on 
today's market, if you got out an<l 
sold them on the open market, 
wouldn't it? 

Senator Woodruff: Mr. Chair-
man, the witness has been asked that 
question and he has answered it 
about three times already. We don't 
like to object to it, but we think that 
it is unnecessary repetitions, and 
merely encumbe1·ing the record, be­
cause the witness has answered the 
question twice at least. 

Senator Sanderford: May I ask 
the Senator what his answer was'r 
What was his answer? 

Senator Wdpdruff: He said ir 
they were sold on the market today, 
there would be a loss. 

Senator Sanderford': Then 1 
asked how much loss. 

Senator Woodruff: And he said 
that would depend on how much 
they sold for. 

Questions by Senator Sanderford .. 
Q. If there is no market for 

them, there is a two million dollar 
loss, isn't there? 

A. If you couldn't get anybody 
to buy them, there would be, yes, 
sir, if they were dumped on the mar­
ket at ~his time. 

Senator Woodul: Has anybody 
tried to sell them on the market yet? 

Senator Sanderford: I ha vent. 
Senator Woodul: Is anybody 

foolish enough to? 

Questions by Senator Sanderford. 
Q. On the bonds that you sub­

stituted down there, what did you 
do with the ones that you took out? · 

A. They were either traded or~ 
put on some -other accounts; in 
other words, they were generally 
bonds that we traded; we were sell­
ing bonds from time to time and you 
must realize, too, Senator, as we paid 
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out money-in other words, we paid 
out on an average of from $200,000 
to $250.000 a month on those high­
way contracts for a while,-and in 
time8 prior to this special agreement 
entel"ed into with the Highway De­
partmt nt, and the counties, as these 
checks came in,-why we were al­
lo\\ Pd tu withdraw securities; so we 
sold wany bonds to take care of 
their chPcks that had been written 
against tlieir accounts. 

Q. When did you quit paying 
those checks? 

A. Some time in January. 
Q. 1932? 
A. January, 1932, yes, sir. 
Q. Have any of them been re­

turned there to be cashed by the 
Highway Department since then? 

A. Representatives of the High­
way Department have come down 
from time to time and inquired as 
to our a.bility to take care of them. 

Q. V'l'l.s the State Banking Com­
mission notified or this situation 
made known to them, when the 
time came that tbe Security Trust 
Company could not honor these 
drafts? 

A. They were, yes, sir. 
Q. They were? 
A. Yes, sir. 
Q. What did they say? 0. K.? 

Everything was all right, go right 
ahead. 

A. No, sir; we had Mr. Wooten, 
who was then the departmental ex­
aminer, he tried as much as he 
could to help the situation; they 
ware very cooperative and wanted us 
to try to stay open if we possibly 
could. when that situation occurred. 

Q. At whose instance was the 
ban 11 selected as the depository for 
these v<1rious counties? 

A. \\-ell, in some cases, our own; 
and in other cases, other bond men. 

Q. 'l'he State Highway Depart­
ment didn't know anything about 
it? 

A. No. sir, they had nothing to 
do with that part of it. 

Q. Then in the various contracts 
that they sent out to the counties 
to sign, who advised them to insert 
it• those contracts the name of the 
Security Trust Company as the de­
pository of the county? 

A. Those contracts were sent out 
by the Highway Department subse­
quent to the time that we were se­
lected as the depository; in other 
words, when they came to place the 

funds in escrow, why they accepted 
the depository banks of the various 
counties; you see, they had nothing 
to <lo with the selecting of those 
depositories. 

Q. ·well, I know, but when they 
sent out the contracts, was that part 
where it says, "county depository", 
with a line drawn above it, who 
told them to put on that line the 
name of the Security Trust Com­
r:any? 

A. I am sure-you see that was 
a lJl<Lnk form - -

Q. Yes, I know it. 
A. And the counties Inserted in 

e:wh instance the bank that hap­
pened to be their county depository. 

Q. \Yell, the contracts sent out 
by the State Highway Department 
in some instances I know, because 
I ~ave seen them, had the name of 
the Security Trust Company written 
in tliHe on that line in the form. 

A. That would be only in case 
where they had been previously noti­
fied by the county officials that we 
were now the county depository. 

Q. I see, the notification would 
come from the counties? 

A. Yes, sir. 
Q. Was any member of the High­

way Department or their staff con­
nected with your negotiations In 
securing the R. F. C. loan? 

A. Not that I know of. 
Q. Not that you know of? 
A. No, sir. 
Q. You don't know whether the 

R. F. C. had a distinct understand­
ing that the State Highway Depart­
Ment would not offer these checks or 
disturb your cash balances by offer­
ing these checks down there, if they 
nould make this loan? 

A. I didn't understand your first 
question, if that's what you are 
c!riving; will you please re-state your 
first question, Senator? 

Q. I asked you if you knew 
whether or not any of the oll'icials 
of the State Highway Department 
were brought into the negotiations 
of your bank for the R. F. C. loan? 

A. The R. F. C.. of course, noti­
fied-in other words, in making this 
loan to us, they wanted to be sure 
that no demands would be made 
upon us that would cause the insti­
tution to close; in other words, their 
idea was to relieve the situation, 
and if those involved down here 
would not cooperate, they saw no 
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reason why they should make the 
loan. 

Q. Did they set out any specific 
reference or provision to the State 
Highway Department in that agree­
ment? 

A. They made the requirement 
that certain arrangements be made 
with our depositors, and they had a 
list of them, of the various ones 
to whom we owed money. 

Q. Just what agreement did the 
Security Trust Company make with 
the Highway Department following 
that? 

A. Well, there was nothing writ­
ten; in other words, the agreement 
with the counties had been perfected 
and we exhibited that to the R. F. 
C. and to their attorney in San An­
tonio, outlining just what arrange­
m.ants had been made with reference 
to the deposits. 

Q. Well, now, when the county 
judges were called down here, did 
thP. Security Trust Company sum­
moTI them down here, or did the 
State Highway Department summon 
then•'! 

A. The State Highway Depart­
ment. 

Q. The State Highway Depart­
m~nt f:Ummoned them? 

A. To acquaint them with the 
situation as it existed at that time. 

Q. That was ill January, 1932? 
A. It was in January, 1932. 
Q. That was the time when they 

produced the ruling from the Attor­
ney General with reference to that 
procedure, that was right about at 
that same time, was it not? 

A. Yes, sir. 
Q. And you said that General 

Keeling is not the attorney for the 
Trust Company? 

A. No, sir; he doesn't represent 
the Trust Company. 

Q. Did he have any part in work­
ing out the agreement between th< 
counties or suggesting any of these 
procedures? In your board meet­
ings, did he refer to the questions 
that were asked the Attorney Gen­
eral regarding the validity of this 
procedure? 

A. I don't know that he did. 
Q. You don't know that he did; 

you don't know whether he conferred 
with reference to the Attorney Gen­
eral's Department with reference to 
that second question that was asked 
them? 

A. No, sir. 
Q. That's all. 

Questions by Senator Redditt. 

Q. You testified that the Security 
Bank and Trust Company became tho 
depository for these various counties, 
either through your purchase of these 
bonds or by arrangement with other 
bond buyers, is that correct? 

A. Yes, sir. 
Q. When you were selected as 

depository for these various coun­
ties you entered into the depository 
contract, did you not? 

A. Yes, sir. 
Q. If, for example, you purchased 

from Concho County one hundred 
thousand dollars worth of bonds, and 
in the same arrangements were se­
lected for depository for that county 
you in turn deposited with the trus­
tee bank a sufficient amount of 
bonds to take care of that deposit? 

A. Yes, sir. 
Q. You did not deposit with that 

trustee bank the bonds you had pur­
chased from Concho County? 

A. In some instances yes, in some 
instances no, and in some instances 
partly so.· 

Q. Are you testifying that the 
Security Trust Company, or the Se­
curity Bank and Trust Company, 
whatever the name was, had. by its 
contract with the commissioners 
court the blanket authority to sub­
stitute bonds without the consent or 
knowledge of this county? 

A. Yes, sir. 
Q. Is that correct? 
A. Yes~ sir. 
Q. In other words, if you pur­

chased from Concho County one hun­
cl red thousand dollars worth of bonds 
which were at that time worth one 
hundred thousand dollars on the 
market, and for which you have giv­
en your deposit slip, that you could 
substitute any bonds you wanted to, 
so long as they were legally issued? 

A. Yes, sir. 
Q. Then under the arrangement 

you had with Concho County, you 
could have taken their one hundred 
thousand dollars worth of bonds, 
given them a deposit slip of your 
bank, you would still of had the 
money? 

A. Yes, sir. 
Q. You could have placed as se­

curity for those bonds one hundred 
thousand dollars worth of bonds of 
some other county in Texas that had 
a market value of ten cents on the 
dollar? 

A. Well, I want to say this, there 
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were no bonds at that time worth 
ten cents on the dollar. 

Q. That is true, but under your 
contract with the county you could 
have done that? 

A. We could have put up any 
bonds that were eligible under the 
State depository law. 

Q. You recognize that bonds 
might be legally issued by various 
counties, or political subdivisions of 
Texas, they might be legally issued 
bonds, where there might be a wide 
variance in the value of the bond? 

A. There didn't exist any wide 
variance until this year. 

Q. That is possible? 
A. That is possible now, but it 

was not then. 
Q. Before you made these deposi­

tory agreemPnts with these various 
counties you were dealing with oth­
er ban ks, selling them bonds and 
trading in the bond market general­
ly, were you not? 

A. Yes, sir. 
Q. If you wanted to borrow from 

some bank in Austin, Dallas, or San 
Antonio a hundred thousand dollars 
and you offered to this bank a cer­
tain line of securities, and they would 
say "We won't take those securi­
ties" or bonds, then if you wanted 
to under your agreement with these 
various commissioners courts you 
could have gone to the trustee bank, 
which was the American National 
Bank, and could have taken the 
bonds of those counties and turned 
those bonds over to that county and 
made substitutions? 

A. Yes, sir. 
Q. That is what you did at 

times? 
A. Yes, eir. 
Q. As to the Reconstruction Fi­

nance Corporation loan, you did not 
secure the cash on that loan? 

A. No, sir. 
Q. In other words, the money 

you received from the Reconstruc­
tion Finance Corporation did not go 
Into the assets of your bank? 

A. No, sir. 
Q. But went to the banks from 

whom you had borrowed money? 
A. Yes, that Is right. 
Q. Did you continue to make 

substitutions with the trustee bank 
on the county bonds after January, 
1932? 

A. You mean after, -
Q. (Interrupting) After this 

trouble came up In January, 1932, 
when you quit paying checks? 

A. That Is the time we quit pay­
ing checks, and the time the High­
way agreement was entered Into? 

Q. Yes. 
A. There were very few substi­

tutions made, and always with the 
agreement with the Highway Depart­
ment. 

Q. You are not making those 
substitutions now? 

A. No, sir. 
Q. When was the last substitu­

tion you made, do you know about 
what time it was? 

A. I don't know. We had sev­
eral substitutions pending. There are 
various reasons for substitutions. 

Q. You might sell a bank,--­
A. (Interrupting) For Instance, 

we have some warrants in a case 
pending before the Highway Depart­
ment now, where a city issued some 
bonds to take up some outstanding 
warrants and we have an applica­
tion to substitute the bonds for the 
warrants. 

Q. Before January, 1932, there 
was not anything in your contract 
with the counties to prohibit you 
from taking bonds which belonged 
to those counties worth a hundred 
cents on the dollar and substituting 
bonds worth ten cents on the dol­
lar? 

A. There was no bonds selling 
for that at that time. There is a 
suggestion there that is not entirely 
fair. 

Q. It has developed now there 
is no market? 

A. That is true. That was a con­
dition existing at that time. 

Q. It would have been possible 
to put those bonds up with some 
other banks? 

A. Those bank loans ante-dated 
the loan from the Reconstruction Fi­
nance Corporation by many months. 

Q. But you did not get the money 
from the Reconstruction Finance 
Corporation? 

A. No, sir, the banks got every 
bit of it. 

Q. Now, all the testimony you 
have given with reference to coun­
ty depository agreements and escrow 
agreements at the bank, the High­
way Department bad nothing to do 
with that? 

A. No, sir. 
Q. Nor did the Highway Depart­

ment become involved, nor the twen­
ty-two counties involved, until those 
counties sent the Highway Depart-
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ment checks on your bank which you 
were unable to pay? 

A. That is right. 
Senator Redditt: That is all I 

care to ask him. 

Q. (By Senator Woodward) It 
is my understanding from your tes­
timony in your depository contracts 
with the counties your bank, as thf 
depository, reserved the right to sub­
stitute other bonds in lieu of bonds 
which you had delivered to the trus­
tee bank securing these counties. 

A. Yes, sir. , 
Q. Under that depository agree­

ment a.nd under the right you had 
of substitution your contract re­
quired you to deliver other bonds if 
you did substitute in equal amounts 
to the ones you had withdrawn? 

A. That is right. 
Q. And under that original de­

pository contract, to which I be­
lieve you have stated the High way 
Department was not connected in 
any way,-

A. (Interrupting) That is right. 
Q. Your · bank reserved that 

right? 
A. Yes, sir. 
Q. Now then, when condition 

arose by which the counties and 
Highway Department and your bank 
and escrow bank entered into an 
agreement the Highway Depart­
ment inserted into that contract, or 
that contract provided, you could 
not substitute without the written 
consent of the Highway Depart­
ment? 

A. The High way Department, I 
believe, Senator,-that contract 
called for the assignment of that de­
posit and the underlying securities, 
and naturally the trustee having ex­
ecuted that agreement could not al­
low any substitution without the con­
sent of the Highway Department. 

Q. I am reading ·from what I 
understa.nd is the copy of the escrow 
contract entered into between your 
bank, the Highway Department and 
the escrow bank and it provides 
this: "And it is further agreed by 
-and on behalf of said counties that 
the said collateral to secure said de­
posit of funds shall not be with­
drawn, substituted, waived or re­
leased in whole or Jn pa.rt without 
the written consent of the Highway 
Department." 

A. Yes, sir. 
Q. Now in that ,respect the 

Highway Department had protected 
itself, if any protection was needed, 
which had not been reserved to the 
counties originally? 

A. That is right? 
Q. I believe You said there had 

been some substitution of securities 
since the escrow- agreeme11t was 
made between the Highway Depart­
ment and your bank, the American 
National Bank and your counties? 

A. Yes, sir. 
Q. In each of those instances did 

you or not also receive permission 
from the counties to make these sub­
stitutions? 

A. Yes, sir. In other words, I 
think the procedure, as I remember 
it, Senator, is that the counties re­
quested the American National Bank 
as trustee to make the substitution 
subject to the approval of the High­
way Department. 

Q. Now then, in each of those 
instances were the substituted se­
curities, in your opinion,· worth a& 
much or of equal value as the se­
curities which had been withdrawn? 

A .. Yes, sir. 
Q. Now getting back to this Re­

construction Finance Corporation 
matter; I understand from your tes­
timony that your bank obtained a. 
loan from the Reconstruction Fi­
nance Corporation? 

A. Yes, sir. 
Q. I will ask you if you are 

fairly familiar with the Federal 
statutes which created the Recon­
struction Finance Corporation? 

A. Well, I know of it only in 
just a general way. 

Q. I was lea.ding up to this ques­
tion. Do you know that the Recon­
struction Finance Corporation is re­
stricted by that Act to certain char­
acter of loans? 

A. I didn't know they were re­
stricted. I knew their policy. 

Q. Did you know under that Act 
they frequently referred to who is 
eligible to a loan? 

A. The banks, of course, were. 
Q. Were eligible for Joans? 
A. Yes. 
Q. I wish you would explain 

again why it was that in securing 
the loan and in the distribution of 
the funds obtained as the result of 
the Joan Travis County was paid the 
amount of moneys which she had on 
deposit with your bank? 

A. Travis County, we were the 
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regularly selected depository of 
Travis County and had at that time 
with Travis County five hundred 
thousand dollars worth of bonds. 
The tax collections had not all come 
in at that time. Had they been in at 
the time we became involved in 
trouble, Travis County would prob­
ably not have had any ma.rgin in 
their bonds, but at the time we be­
came involved they had a margin in 
the bonds, which we needed to help 
us market the bonds with the Recon­
struction Finance Corporation, and 
for that reason Travis County was 
paid off, in order to get the equity 
in those bonds. 

Q. Now then did Travis County 
at that time occupy a different situ­
ation to these various twenty-two 
counties about which you have been 
interrogated? 

A. Yes. We were special deposi­
tory for those funds and were the 
depository for all the Travis County 
funds. 

Q. In other words, what I am 
trying to get you to explain is the 
reason why Travis County obtained 
her deposit? 

A. Because of the fact that there 
was an excess existing in the account 
at that time. 

Q. Was there any discrimination 
in the arrangement of your loan in 
fa\·or of Travis County as against 
Concho County, Bell County, An· 
drews County, or any of the other 
counties? 

A. No. The whole thing was 
this. Travis County had on deposit 
with us amounts which they were 
continually withdrawing, and in 
view of the fact that the tax collec­
tions started coming in in December 
we had not withdrawn from Travis 
Countv.-had not turned down 
any Travis County securities and for 
that reason ha.d a large margin in 
that account, and in order to get 
the benefit of that margin we in­
duced the Reconstruction Finance 
Corporation to take up that county's 
loan. 

Q. As a matter of fact the 
money that was obtained through 
the Reconstruction Finance Corpora­
tion never reached your hands at 
all? 

A. No, sir, it was disbursed by 
the Federal Reserve Bank. 

Q. It was disbursed by the Fed-

era! Reserve Bank, and other banks 
and Travis County, to whom the 
money was owing, got the money? 

A. Yes, sir. 
Q. What did the Highway Com­

mission have to do with that? 
A. The Highway Commission 

had nothing to do with that feature 
of it. The Highway Commission 
had previously entered Into con­
tracts with these counties, which we 
were unable to exhibit to the Recon­
struction Finance Corporation, show­
ing that that portion of our deposit 
had been protected. 

Q. Had been protected? 
A. Yes. 
Q. The bonds which you have 

placed in escrow with the American 
National Bank to secure these sev­
eral counties have been assigned to 
the Highway Department as security 
for whatever the counties may owe 
the Highway Department? 

A. Yes, sir. 
Q. Also the deposit in favor of 

the several counties in your insti­
tution has been assigned or trans­
ferred to the Highwa.y Department? 

A. That is right. 
Q. And in addition to the se­

curities which the Amerioan Na­
tional Bank holds as the escrow 
agent to secure the State Highway 
Department, the State Highway De­
partment may also come along with 
any other claimants or creditors you 
might say of your institution and 
look to the general assets of your 
institution? 

A. Yes, sir. 
Q. Now, Mr. Cravens, do you feel 

that the State Highway Department, 
inst looking at it as a cold-blooded 
business proposition is amply secured 
by the securities which the American 
National Bank holds and the assets of 
your corporation? 
· A. Senator, if the bonds of course 
were forced on the market at the pres­
ent time they probably would not be. 

Q. Now, would anybody else be se­
cured H the bonds they bold were 
forced on the market at the present 
time? 

A. I don't think so. 
Q. The decline in the value ot 

bonds-the market value of bonds has 
been general. hasn't it? 

A. Yes, sir. 
Q. Did the Highway Department 

have anything to do with the bond 
market going down? 
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A. No, sir. 
Q. Did the Highway Department 

have anything to do with the original 
contracts made between your company 
and the counties in the selection of 
depositories? 

it. 
A. No, they had nothing to do with 

Q. Or becoming depositories at all? 
A. No, sir. 
Q. Now, the securities which are 

with the American National Bank to 
secure the Highway Department in the 
payment of the indebtedness of the 
severa.l counties to the Highway De­
partment, I believe, you said if they 
were forced on the market today 
would not be sufficient? 

A. That's right. 
Q. Now, taking that in connection 

with the assets of your institution 
and under the management and ar­
rangement now carried on, with that 
in addition, do you think they 
would be amply secured? 

A. If the assets we had were con­
served they would be. Of course, if 
all the assets we had were thrown on 
the market at the present time, why, 
I don't know. 

Q. The same effect would be there 
if you put the bonds on the market? 

A. Yes, sir. 
Q. But under the policy you are 

pursuing and under the arrangement 
you have made and are carrying out, 
if you are, do you believe that the 
securities are ample? 

A. If the bond market ever comes 
back, I feel they will be amply secured 
there. Of course, this bond depres­
sion like everything else, it ha.s 
lasted a great deal longer than we 
anticipated. 

Q. Now, then, when this condition 
arose and the .county judges came 
down here, and as a result of their 
conferences, whatever. they were, the 
Highway Department took over those 
securities and the deposits, and of 
course, would be entitled to look to 
the general assets of your institution? 

A. Yes, sir. 
Q. And the Highway Department 

got more.security th_en than they ever 
had, didn't they? 

A. The Highway Department hav­
ing an assignment of these deposits 
and the underlying securities, I don't 
know if they have got anything more 
than they had in this respect. The 
funds were placed in escrow secured 
by certain bonds, and the Highway 
Department in order that the bonds 

might not be taken out by the county 
or hypothecated by anybody they 
took an assignment by contract-a 
contract probably tighter and more 
binding than they had and probably 
protecting themselves that way, but 
did not protect themselves to my mind 
any more than they had the underly­
ing securities protecting these escrow 
accounts to start with. 

Q. If the State Highway Depart­
ment had not tied those securities to 
where they could not be sold or hy­
pothecated or swapped then they 
were protecting themselves to that 
extent? 

A. Yes, protecting themselves to 
that extent. 

Q. In other words, Mr. Cravens, 
isn't it a fact that the Highway De­
partment by the arrangement they 
made at that time bettered their con­
dition from a business standpoint and 
financial standpoint than they were 
in prior to that time? 

A. Yes, by virtue of that feature, 
yes. 

Senator Martin: I think that would 
only be a conclusion of the witness. 

The Chair: I didn't get the ques­
tion. 

A. To that extent they certainly 
bettered their position. 

Senator Martin: I still want to­
object to it as a conclusion and in­
sist on our objection. 

Senator Woodward: The question 
was this, Mr. Chairman, that the 
Highway Department by reason of 
having entered into the escrow agree­
ment with the Security Trust Com­
pany and the several counties and 
the American National Bank, which 
was the escrow agent, and by tying 
these securities to where they could 
not be substituted, dispo;;ed of or 
transferred without the consent of the 
Highway Department thereby secured 
a better advantage than they had prior 
to that time. 

The Chair: Don't you think it 
probably is a conclusion? 

Senator Woodward: I think it is 
probably a conclusion as to what 
these facts are. His whole testimony 
is principally an opinion and conclu­
sion offered by a man to the transac­
tion and I think 1 should have the 
right to show by this witness that the 
Highway Department bettered their 
position. 

The Chair: I believe it's a conclu­
sion; we have been admitting all other 
conclusions. 
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Senator Martin: If I had asked 
him any questions that called for a 
conclusion counsel or the Senator cer· 
tainly had a right to object to it. 

The Chair: Sustain the objection. 

Questions by Senator Woodal. 

Q. You hadn't written the Recon­
struction Finance Corporation for any 
loan to your bank when this contract 
was entered into between the counties 
and the Highway Department? 

A. It is not my recollection that we 
had. My recollection is they were not 
yet functioning at that time. 

Senator Martin: I would like for 
the Senator to so frame his question 
as to make it apply to his institution 
and not to this particular witness, 
for he is- speaking for and in behalf of 
his institution. 

Q. Your institution badn 't ap­
plied. or been in communication with 
the Reconstruction Finance Corpora· 
tion in January, because the Recon­
struction Finance Corporation hadn't 
been set up in January and officers 
weren't appointed until some time in 
February, bad they? 

Sena tor Martin: If the Senator de­
sires to testify in this case then I 
would rather be take the witness 
stand; might want to cross-examine 
him. 

Senator v.·oodul: I was trying to 
save time. I can take the stand and 
testify. I was in Washington and 
they weren't set up. 

The Chair: Do you know when the 
Reconstruction Finance Corporation 
was set up? 

A. Xo. I don't; but we made ap­
plication as soon as we could. Of 
course. the date of our application 
does not mean necessarily that was 
the exact date that we first contacted 
them. hut the date of our application 
was February 26th. 

Senator Woodul: Well, it's a matter 
or record, I think a court would take 
judicial knowledge that there wasn't 
any such corporation existing at that 
time. I am just trying to get at it. 

Questions by Senator Woodal. 

Q. You do know definitely that 
you hadn't talked with anybody con­
nected with the Reconstruction Fi­
nance Corporation at the time you 
made this contract with the High­
way Department and these counties? 

A. At the time they bad the 
meeting here, we had not. 

Senator Martin: I don't think the 
witness bad finished bis answer. 

A. At tb/il time they bad the 
meeting: here, we bad not. 

Q. After you did make the ap­
plication, you say you ma.de that 
on the 26th of February? 

A. Yes, sir. 
Q. And it took you some week11 

after that before you finally came 
to terms, didn't It? 

A. Yes, sir. 
Q. Several weeks after that? 
A. And then we spent probably 

two weeks in Washington. 
Q. Did the Reconstruction Fi­

nance Corporation, or any of Its of­
ficers, ask you to take down any of 
the bonds that you had up under 
those escrow agreements and let you 
have the benefit of those bonds In 
lieu of some others you bad? 

A. No, sir. 
Q. Do you know if that was done 

in any instance? 
A. No, sir. 
Q. Were any of the bonds put up 

in this escrow agreement In anywise 
used by you gentlemen in getting the 
loan? 

A. No, sir, they couldn't have 
been. 

Q. Then if rumors were exist­
ant In Hiii County on last week that 
bonds that were put up in escrow 
were used by your bank to borrow 
from the Reconstruction Finance 
Corporation, they are false, are they 
not? 

A. In error; just a mistaken 
Idea. 

Q. Well, they are false? 
A. I say it is a mistaken Idea. 
Q. And It's just another rumor? 
A. Yes, sir. 
Senator Woodal: That's all. 

Questions by Senator Poage. 

Q. Mr. Cravens, I want to pos­
sibly go over a little ground that has 
been covered, but I don't get all of 
this the first time sometimes when it 
is gone over. Now, as I understand 
it, your bank started this policy 
several years ago? 

A. Yes, sir. 
Q. Some time ago of buying these 

county bonds? 
A. Yes, sir. 
Q. And giving them a deposit 

slip? 
A. Senator, we have acted as 

county depository since 19 21 as far 
as that Is concerned. 
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Q. Yes, but on the State aid, it 
didn't come into existence until 
some time after that, the policy of 
buying county bonds and holding 
the money here until the State High­
way Department took it over, you 
started that several years ago? 

A. Yes, sir, but of course, there 
were many, many items of bonds 
bought from various counties for 
whom we acted as county depository 
in years gone by. 

Q. I am not interested in those. 
You started this with the State High­
way Department before the depres­
sion? 

A. Yes, sir. 
Q. Your policy was to buy the 

bonds, and you were able to make, 
i~ some instances,-in some cases 
at least to make a better price with 
the county, give them a little more, 
if they agreed at the time they sold 
you the bonds to make you the 
county depository? 

A. Yes, sir, enabled to make 
them a b·etter price. 

Q. Gave them a better deal if 
they would make your bank the 
county depository? 

A. Yes, sir. 
Q. Now, did you have any help 

from t!J,e Highway Department in 
getting those counties to deal with 
you? 

A. No, none whatever. The 
Highway Department would have 
no knowledge of the matter, because 
we were dealing di1'ect with the 
counties, and of course, the actual 
procedure was for the counties to 
place their bonds with us; then they 
would go before the Highway De­
partment and say they had their 
funds available. 

Q. Now, as a matter of fact, my 
county never did sell you any 
bonds,-McLennan County? 

A. No; sir. 
Q. I know that in that instance 

long negotiations were had with the 
Highway Department before we 
voted any bonds.- a long series of 
negotiations with the Highway De­
partment before bonds were voted? 

A. I have no knowledge of that. 
In other words, I never contacted 
a county, or had any connection with 
a county until they had some bonds 
to sell. 

Q. But from your knowledge of 
the way these matters were handled, 
-the highway bonds, you know 
that It was the usual custom of 

chambers of commerce and other 
so-called civic organizations to 
come down and contact the High­
way Department before any bonds 
were even voted? 

A. No, I think in the very nature 
of things a county. judge would 
have to know how many bonds 
would have to be voted and so forth 
and presume they conferred with 
the Highway Department. 

Q. And there was usually a dis­
cussion as to how that money could 
be handled after the bonds were 
voted? 

A. I wouldn't say that, Senator. 
Q. You don't think that is cor­

rect? 
A. I don't think it was discussed. 

They would either have their regular 
authorize.d depository, or-

Q. (Interrupting) Wouldn't the 
Highway Department state to the 
chamber of commerce and county 
judge and commissioners court, and 
so on, "You can sell your bonds to 
any banking institution," I don't 
mean necessarily to your institution, 
"but sell them anywhere and deposit 
the money with some bank who will 
give you adequate security and then 
you can pay us by checks on that 
bank as the work progresses"? That 
was usually discuss<ld, wasn't it? 

A. I don't know why. I just 
don't think that ever entered into it. 

Q. Have you ever been intimately 
acquainted with commissioners 
courts over the country? 

A. No, sir. 
Q. Do you know the average 

county commissioner? 
A. I have had lots of dealings 

with them. 
Q. Do you think the average 

county commissioner has any more 
knowledge of banking than I do, 
and I don't have any? 

A. I don't think so. In the nature 
of things they would have in mind 
that they had a regular selected de­
pository, and the discussion of where 
they would put their money,-the 
natural conclusion would be that the 
money would be put in their regular 
depository. 

Q. Most of these deposits that 
W<lre in your bank, of these 22 
counties, they are not in the reg­
ular county depository, are they? 

A. That is right. 
Q. In most instances they didn't 

put the money in the regular de­
pository, did they? 
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A. In many instances the regular 
depository was unable to handle it. 

Q. Then it wouldn't work out 
that they would put it in the regular 
depository? 

A. I said when they would go to 
vote the bonds they wouldn't select 
the depository. That is what I was 
trying to clear up. In issuing the 
bonds I don't think any chamber of 
('Otnrnerre or any county commis­
sioner that you would talk to would 
say they discussed, when they voted 
these bonds, where they would put 
the money. 

Q. You think they never dis­
cussed that? 

A. That matter came up when 
they sold the bonds. 

Q. What is the process by which 
they sold the bonds? How did they 
contact your bank? Did you send 
men out to the counties to buy the 
bonds, or did they come to you? 

A. In most instances we would 
go out and see them. 

Q. You would get the record 
from the Highway Department? 

A. We wouldn't get it from 
them. We subscribe to a press clip­
ping bureau, and "The Bond Buyer," 
and so forth. and get our informa­
tion. 

Q. You would send somebody to 
see them and explain to them how 
they could ha.ndle it through your 
bank? 

A. Yes, sir. 
Q. And if it was satisfactory with 

them yon would try to work 'out a 
trade with them? 

A. Yes, sir. 
Q. Then you would hold their 

money and put up any kind of ap­
proved security, that is, any that is 
on the list? 

A. Yes, sir. 
Q. Now. did some of those se­

curities include good bonds and 
son.e include bonds that eve~ two 
or three years ago-weren't there 
a lot of those bonds in South Texas 
that would not sell for more than 
forty or fifty cents on the dollar? 

A. I never heard of any three or 
four years ago that were that low. 

Q. Now, how low did some of 
those water district bonds, how low 
were they two or three years ago? 

A. Two or three years ago those 
bonds,-1 will give you a concrete 
illustration, one issue, in Cameron, 
we sold them to a Toledo concern 
at 93. 

Q. That was the highest you ever 
sold those? 

A. That was the only one of 
those we sold. 

Q. How high was the City of 
Edinburg bonds selling two or three 
years ago? 

A. I never had any. 
Q. You had some of the City of 

Donna? 
A. Yes, sir. 
Q. What were they worth three 

years ago? 
A. Quite a number of them sold 

at 90 and 95, according to the rate 
they bore. As far as that is con­
cerned I sold some Edinburg at 95 
to 98. 

Q. Taat is as high as you ever 
saw Edinburg bonds. How low did 
you see them three years ago? 

A. I didn't see any three years 
ago. I don't remember of any sell­
ing much cheaper than that. 

Q. They were even then below 
par, were they not? 

A. According to the interest rate. 
Of course. I saw some McAllen bonds 
sell at 104. 

Q. Were there any City of Ed­
inburg bonds selling for par three 
years ago? 

A. The highest I saw was 98. 
Q. Was any City of Donna bonds 

three years ago bringing par? 
A. I hardly think BO. 
Q. But there were a number of 

these counties whose bonds you 
bought that were worth par, weren't 
there? 

A. Well, some of them were sell­
ing at par, yes, sir. 

Q. You didn't buy any McLennan 
County Bonds? 

A. No, sir. 
Q. Our road bonds sold for par 

and accruecl interest, didn't they? 
A. Yes, sir. 
Q. If you had taken McLennan 

County bonds, as an example, bought 
a hundred thousand dollars of their 
bonds, and deposited even the best 
of your bonds that you say were 
worth 95, there would have been 'l 

five thousand dollar loss even then, 
wouldn't there? 

A. There wouldn't have been a 
loss. 

Q. At least, the security would 
have been worth five thousand dol­
lars less than the value of the bonds 
traded for them? 

A. Yes, sir. 
Q. Now, what has happened to 

those bonds since that tim1>? Which· 
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bonds have depreciated most, City of 
Donna or l\lcLennan County? 

A. The City of Donna. The 
smaller towns have depreciated most. 

Q. How much are those City of 
Donna bonds worth now? 

A. I don't know. I haven't seen 
the quotation on them. 

Q. Now, what I am trying to get 
is this: Now, if you wi!I assume 1.hat 
you had some McLennan County 
bonds to secure the Bell County de­
posits, and you say you had the 
authority, as I understand it, with­
out saying anything to Bell County, 
to sell -those McLennan County bonds 
and substitute in their place the City 
of Donna: Bonds? 

A. Yes, sir. 
Q. You could have substituted 

bonds that had no more value than 
a Sears & Roebuck catalogue? 

A. I don't think so. They had 
to be bonds that were eligible under 
the depository law. 

Q. You did substitute some bonds 
that are now practically as valueless 
as a Sears & Roebuck catalogue? 
They are now worth just about as 
much as the harness section in a 
Sears & Roebuck catalogue? 

A. I wouldn't say that. What 
bonds do you refer to? 

Q. Haven't you got some water 
contrnl district bonds that are worth 
about four cents on the dollar? 

A. No, sir, I don't think so, even 
according to the value placed rrn 
them here by an expert that ap­
peared here some time ago. I don't 
think that he quoted them that low. 

Q. How low are they? 
A. 'I'here is no market for them 

I understand you were informed they 
were worth about 30 cents on the 
dollar? 

Q. Yes, sir, and some even lower 
than that. but I am asking you. You 
are in the bond business; I am not 

A. I will say I don't know. I 
don't think there is any market for 
them. But it is a matter of opinion. 
We have a voucher .or note of thr 
Fort Stockton Independent School 
District up on the Pecos County ac­
count, and that is the county seat 
district of Pecos County. An ex­
pe·rt testified they were worth 4 O 
c•ents. We think they are worth 100 
cents. It ls all a matter of opinion. 
I don't know that we could in the 
open market sell that note. We ex 
pect to collect It at par. 

Q. If everything gets bette·r, we 
hope nobody will lose anything by 
any of these transactions. 

A. I understand. 
Q. If things come back. I don't 

think they will. 
A. That is all we are living for_ 
Q. You are living in hopes? 
A. Yes, sir. 
Q. You say until the Highway 

Department stepped fn on January 
26th, 1932, you had an absolute right 
to substitute bonds anywhere with­
out any restriction whatever? 

A. Yes, sir. 
Q. And you did substitute on 

numerous occasions? 
A. Yes, sir. 
Q. And you kept no record of 

your suhstitutions? 
A. No, sir. 
Q. That is your testimony? 
A. Yes, sir. 
Q. Now, you did make substitu­

tion during that period of time of 
inferior bonds for bonds of a greater 
value, didn't you? 

A. Well, there was no attempt 
to do anything of that character. We 
substituted bonds as we had them 
available. 

Q. If you could sell McLennan 
County bonds and had them up to 
secure Be11 County deposits, you 
would take them down and put up 
something you couldn't sell, would­
n't you? 

A. In the very nature of things. 
When things tightened in the fall 
the bonds that were more salable, of 
course, in order to raise cash, in or­
der to pay these checks that were 
being presented from time to time, 
naturally the more salable bonds 
were put up. 

Q. You mean the more salable 
bonds were the ones you sold? 

A. Yes, sir. 
Q. And the less valuable or less 

salable bonds were the ones left 
to secure the counties, that is right? 

A. Yes, sir. If we had a bunch 
of bonds up securing a county's de­
posit, and as they drew the money 
the bonds in their account being 
drawn down, in the very nature of 
things the bonds that were easy to 
sell would go out first. 

Q. Naturally, the result was you 
left the counties with the trashy 
bonds and sold the best bonds? 

A. I wouldn't call it trashy. 
Q. By January, 1932, the coun­

ties had the inferior bonds that you 
had on hand, didn't they? 

A. Of course, some of the coun­
lif·s had not drawn much money. A 
lot of the counties probably had. 
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Where counties were drawing their 
money we of course sold off the bonds 
that were salable. 

Q. When they were not drawing 
from their money you substituted 
inferior bonds for the more salable 
bonds even then, didn't you? 

A. I don't think that was our 
policy to substitute inferior bonds, 
but we substituted for bonds we 
could sell. 

Q. You mean that you couldn't 
sell? 

A. In other words, we substituted 
bonds and drew down bonds, of 
course, that we could sell. 

Q. And left up to secure the 
county deposits the unsalable 
bonds? 

A. Yes, sir. 
Q. ::-.low then, as to the total pn­

centage of these water control and 
Hidalgo County, and municipalities 
in Hidalgo County, the total percent­
age of those bonds in January, 1932, 
as compared to what it was a yea· 
beforc,--what was your situation 
then? 

A. I don't think during the year 
19 31 that we acquired any Hidalgo 
County securities at all. 

Q. You didn't acquire any, but 
what about these escrow deposits. 
Did they require any from you? 

A. In other words, the Hidalgr 
County bonds. as I umlerstand, were 
not all water district bonds. We 
acquired the Number 6 District bonds 
in .1928, I think. 

Q. Did you put all those up a~ 
security for these county bonds? Say 
in 1930, were all those Hidalgo 
County bonds put up in escrow to 
secure these county deposits? 

A. We used them to secure vari­
ous funds all along the line. 

Q. Isn't it a fact that the per­
centage of those Hidalgo County 
bonds, that is, including the water 
district and those kind of bonds 
from Hidalgo County, securing the 
rounty deposits, increased during 
the year 1931? 

A. Nearly all of our bonds were 
used to secure deposits. That is 
what we had them for. They were 
being used all along the line. 

Q. And during 1931 you were 
selling other counties' bonds, but 
you sold very few of these Hidalgo 
County bonds? 

A. We sold quite a block of 
them? 

Q. You are more fortunate than 
some of the rest. 

A. In other words, we wouldn't 
buy any bonds knowingly that we 
didn't think we could sell. 

Q. No? 
A. Our judgment might have 

been bad at times. We might have 
misrnd our guess, but every bond we 
bought, we bought it to sell. 

Q. But you did make same mis­
take that lots or us did? 

A. We bought some bonds that 
are certainly not salable now. 

Q. And most of those are now 
up to secure these escrow deposits? 

A. The bonds,-in fact, the bond 
market, the bottom dropped out of 
the bond market in the fall of 19 31, 
and there has been no bond market 
since then. 

Q. And most of those unsalable 
bonds are up to secure these county 
deposits? 

A. Well, the bonds that we have 
on hand at this time are practically 
unsalable. 

Q. Now, I want to ask you about 
this Travis County matter. I believe 
you said you had around three hun­
dred and fifty thousand dollars on 
deposit for Travis County in Jan­
uary, 1932, and that you paid them 
off in full in order that you could 
take down the bonds that secured 
that deposit? 

A Yes, sir. 
Q. Because you had a larger 

market than was necessary? 
A. Yes, sir. 
Q. Now, you paid that whole de­

posit off in order to take thDBe 
bonds down. Didn't you have the 
right to reduce the margin that you 
had up as that deposit dropped off? 

A. Yes, sir, we had the right 
to reduce that margin, but, you see, 
in December the county taxes started 
pouring in - and in January they 
would have been over and above the 
amount of security we had up. 

Q. Do you know how much se­
curity you had up for Travis 
County? 

A. Five hundred thousand dol· 
Jars. 

Q. And about three hundred and 
fifty thousand dollars you owed 
them? 

A. At that time. Of course, had 
our trouble come in Februa.ry we 
would have probably not had suf­
ficient security there unless they 
would have required we put up ad­
ditional security. In other words, 



SENATE JOURNAL. 577 

this happened to come at a time A. Yes, sir, but it happens that 
when they were in process of de- Travis County was the only county 
positing anywhere from thirty to that was making deposits with us 
forty thousand dollars a day and it daily. 
wouldn't have taken long to have Q. But you enabled Travis 
eaten that up. County to get all of their money by 

Q. But if the same rule had been fixing it so that the other counties 
applied to Travis County that was couldn't get all of ·their money, 
applied to the other counties, you didn't you? 
could have reduced the amount of A. The wJiole thing was on these_ 
bond you had up to secure the Travis speci"al depository contracts; we put 
County deposit down to approxi- up dollar for dollar in securities. As 
mately three hundred and fifty thou- for Travis County, they had a f!uc-
sand dollars? tuating balance, and they could de-

A. That is right. posit with us all the time, and we 
Q. That would have enabled YOU had $500,000 worth of securities 

to convert one hundred and fifty up :_,II the way through on Travis 
thousand dollars of those bonds into C:nnty. 
cash, or whatever amount ot cash Q. But any day you could have 
they would bring, and you would reduced that amount as much as 
have still had three hundred and their deposits were under it, you 
fifty thousand dollars up to secure could have reduced that $500,000, 
the Travis County deposit? couldn't you? 

A. Yes, sir. A. We could have reduced the 
Q. Then you could have told $500,000, under our contract with 

Travis County, as you told the 22 Travis County, we put up with them 
other counties, "We have got your $500,000 of securities, and some­
money here and have a bond up to times their deposit would exceed 
secure the amount, just the amount that amount, but we never put up 
you have on deposit. If you present more than the $500,000 all the way 
a check we will not pay it," and through. 
Travis County would be in exactly Q. But they could have called 
the same position as the 22 other on you to have put up more securi-
counties would have been? ties, couldn't they, under their con-

A. Yes, sir. tract? 
Q. If you had reduced these se- A. They could have called on us 

curities of $550,000, you would have to, yes sir, but it wasn't our policy; 
gotten your money which would m other words, we put up $500,000 

· b k h and no more. 
have given the an -you say _t ~t Q. But they bad the right under 
you needed $150,000, and you d1dn t the centract to call for more securi­
g.et $150,000 out of that transa~- ties whenever they had more than 
hon, for the use of the bank, did I $500,000 on deposit with you, didn't 
you. , . they? 

A. Thats my recollect10n. A. Yes, sir, in other words, our 
Q. Wei~, roughly, of course; you $500,000, we put that up at the 

owed Travis County, $300,000 and time we made the depository contract 
they had put up $500,000 of bonds? with th~m and it stayed there all 

A. That's my recollection, that through the depository period. 
there was about $15?,00,0 -;- - Q. In other words, your prac-

Q. Then clearly it d1dn t release tice was to allow Travis County a 
half a mlllion dollars, but only more favorable situation than the 
$150,000? other twenty-two counties? 

A. Yes, sir. A. Our practice was, Senator-
Q. And you could have gotten I want you to get the distinction; 

that $150,000 released, simply by under the special depository agree­
applying the same rules to Travis ment, a county could deposit cer­
County that .you applied to the other tain funds with us and that would 
twenty-two counties, couldn't you? be the end of it. Travis County was 

A. Yes, sir. one of our daily depositors, and its 
Q. Then Travis County would account fiuctuated; it went up and 

have been in the same shape as the it went down; and at the time we 
other twenty-two counties, would it became involved, Travis County 
not? would have in two weeks more than 

19-Jour. 
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hacl Pnough monev on deposit to,, The Chair: I certa1"nly th1"nk so· 
Pq11;Jl our securities·. . I can't see how the Highway Depart~ 

Q. And, did your bank suggest ment is connected with that. 
to Travis l ounty that they withdraw Senator Poage: I am trying to 
thell" m?ney_ at that time? fin~ out whether there was discrimi-

A. No, sir. nation between Travis County and 
Q. Why did they withdraw it at the other counties, and then if there 

that time? was such a discrimination-and I 
A. Travis County got their can't get the witness to answer 

mone~ h<>eanse we needed it, as I whether there was or not-to de­
explamed hefore, to margin those se- termine why the discrimination. 
cnrities down. The Chair: Well, Senator the 

C~. 1 know, but why did they take witness has stated that this bei~g in 
their money out? Did you ask them Travis County, right here next door 
to take it out? to the county ollicials that they 
. A. No, "ir, Travis county, know- would naturally learn about it. 
mg the situation as they did, they Senator Poage: But I have asked 
did not rontinue their deposits, don't the witness six or eight times-
you see, and in order to get this Senator Purl: And I submit that 
margin that we had to have, why we he has answered each of your ques­
wanted to pay them oil'. lions each time you have asked them 

Q. You mean to say that they be- and that he has not evaded or re­
gan making their daily deposits with fused to answer any question that 
some other hank? you have asked him. 

A. Yes, sir. Senator Stone: Mr. Chairman, I 
Q, But they still had $aSO,OOO want to ask this witness some ques-

in your bank? lions before he is excused . 
. A. Yes sir, they had that margin Senator Woodrull: Even if he 
m securities, which we wished to stated that there was discrimination 
draw down. in favor of Travis County that has 

Q. Before you drew that down no binding etrect and force on the 
Tra_vis ~ounty had begun making de~ Highway Department or the High-
po"1ts m another bank? way Commission, which is the sub-

A Yes, sir. ject under inquiry. 
Q. Which bank? The Chair: Not unless some mem-
A. Jn two other banks. the ber of the Commission helped Travis 

American National and the Austin County get their money out. 
National. Senator Poage: That's exactly 

Q. And that had happened before what I want to find out, Mr. Chair-
you drew your securities down? man. 

A. Yes. sir. The Chair: Well. let's get to the 
Q. And Travis County is the one point, Senator. 

that suggested that, and not the Se­
curity Trust Company, is that right? 

A. Yes, sir. Travis County did 
that; being here on the ground, they 
had full knowledge of the situation 
Senator, and tried to protect thei~ 
interests as best they could. 

Q. How did they get that knowl­
edge of the situation? Did some of 
the officials of the bank call in some 
of the county officials and explain 
the situation to them? 

A. I don't remember; it was cur­
rent knowledge here, but I don't 
know how it was first gotten to them, 
the knowledge. 

Hen a tor Woodruff: I dislike very 
murh to make a point of order on 
this line or questioning, but it oc­
rurs to me that this is far oil' of the 
purpose of this inquiry. 

Questions by Senator Poage. 

Q. Again, I want to ask the wit­
ness whether Travis County or any 
representative of Travis County 
made the first move towards remov­
ing Travis County's deposit, or 
whether the bank made the first sug­
gestion of that? 

A. Well, the Travis County de­
posits were not withdrawn until the 
time of the R. F. C. loan, and we 
needed that margin, as I have ex­
plained before, Senator. 

Senator Stone: Now, Mr. Chair­
man, there is a direct q1,1estion that 
Senator Poage has asked the wit­
ness, and like all the other ques­
tions he has asked him, he hasn't 
answered it. 

A. Well, I just wouldn't say 
that's all; In other words, I just 
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don't know who made the first 
move; in other words, in Travis 
County, everybody knew the situa­
tion that existed then, and I don't 
know exactly-trying to think back 
-I don't know whether the county 
judge talked to us about it or 
whether the auditor talked to us. 
or whether some other bank talked 
to them about it, but anyhow they 
became acquainted with the situa­
tion and protected their interests. 

Senator Poage: Now, may I ask 
the Senator from Dallas, since the 
witness has answered my question 
twice more, just what the answer of 
the witness is, and whether Travis 
County or the bank made the first 
move? 

Senator Purl: Ask the reporter 
right there (indicating) what the 
witness' answer was. 

The Chair: I don't think that 
that question can be answered defi­
nitely. 

Questions by Senator Poage_ 

Q. Let me get to this; you said 
it was after the R. F. C. made the 
loan before Travis County would 
withdraw, which was in February 
or March-February 26th was when 
you made the application and it was 
not granted until April, I believe you 
said? 

A. Some time in there. 
Q. So the Travis CQunty deposit 

was not withdrawn until April? 
A. It was not paid off by the Re­

construction Corporation until such 
time as they came into possession 
of the bonds. 

Q. And Travis County had not 
been making deposits in your banks 
since the 1st of January? 

A. Yes, sir, that's correct. 
Q. Before this meeting of the 

county judges, which was held by 
the State Highway Department on 
the 25th or 26th of January, Travis 
County had ceased to make deposits 
in your bank, that's right, is it? 

A. Yes, sir. 
Q. And they were not making de­

posits at the time the State Highway 
Department called this meeting? 

A. It was about that time that 
they discontinued making their de­
posits. 

Q. Now, you could have reduced 
your securities-

A. Well, I couldn't have reduced 
them. 

Q. You couldn't have reduced 
them? 

A. No, I told you that we put up 
$500,000 of bonds with Travis 
County and they stayed stati<mary 
the entire time, and we could not 
have reduced the securities without 
their consent; as I told you, we. were 
the regular depository of Travis 
County and we put up $500,000, 
even amount of securities, which 
stayed there all the way through on 
that account, which ftuctuated from 
time to time. 

Q. I thought you said just now 
that they had the right to, if their 
deposits went up, to require addi­
tion:i.l security, and that if their de­
posits went down, that you had the 
right to withdraw some securities? 

A. But the only way they could 
require it was for the Commission­
ers Court to meet and demand it, 
and the only way that we could with­
draw any of our securities, any of 
this $500,000 would be for us to 
go before the Commissioners Court 
and gotten their permission to do so. 

Q. And you didn't try to do that? 
A. No, sir. 
Q. Had you done so, then on the 

25th or 26th of January, when the 
Highway Department called this 
meeting, Travis County would have 
been in exactly the same situation 
as the other twenty-two counties? 

A. You mean had the Commis­
sioners Court, knowing our situa­
tion, released the $15 O, O O O, they 
would have been then in the same 
situation with the other counties. 

Q. That wasn't Highway Depart­
ment money that Travis County had 
up, was it? 

A. No, sir; I said we were the 
regular constituted depository of 
Travis County. 

Q. That was their General Fund 
and their other funds? 

A. Yes, sir, General Fund, Sink­
ing Fund, and ali other funds; we 
were the regular depository of 
Travis County. 

Q. That's all. 

QueEtions by Senator Purl. 

Q. Was your bank the county de­
pository for several counties during 
the previous Ferguson administra­
tion in 1925 and 1926? 

A. I am sure that it was. 
Q. I don't mean for these partic­

ular counties, but for any counties? 
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A. We were acting as depository 
all along. yes, sir. 

Q. Was there any difference in 
the procedure during the Sterling ad­
ministration and the previous Fer­
guson administration? 

A. No, sir, we followed out our 
usual procedure. 

Q. That's all. 

Questions by Senator Stone. 

Q. Mr. Cravens, after you made 
a purchase o' bonds, and were ap­
pointed special depository for the 
counties and all that, you fixed up a 
depository bond, did you not? 

A. Yes, sir. 
Q. And then thereafter the coun­

ties would make an agreement with 
the. Highway Commission by which 
they were to have so much of that 
fund P'lt up in escrow? 

A. That's right. 
Q. Did your bank ever act both 

as depository and as the escrow 
party? 

A. Well, we have; the only way 
we could act as escrow agent would 
be to first be the depository. 

Q. I understood you to testify 
along here that the American Na­
tional Bank was the escrow agent. 

A. They were the trustees, the 
trustees of the bonds held in escrow 
but don't you see the bonds wer~ 
actually placed-say for Concho 
County for instance, that county's 
name has been used for illustration 
several times-and say they had 
$100,000 on deposit and they placed 
$50,000 in escrow, then we would 
charge that account with $50,000 
and open on our book a special $50,-
000 escrow account, and the secur­
ities securing that account were In 
the American National Bank. 

Q. The securities securing it? 
A. Were in the American Na­

tional Bank, yes, sir. 
Q. I am talking about before the 

American National Bank got into it. 
A. They got into it at the time 

we were selected as the depository 
of the counties. 

Q. They got into it at the time 
you were selected as the depository 
of the counties. You depoRited on 
the original depository bond secur­
ities to protect that bond with the 
American National Bank? 

A. That's right; and then we 
would set aside those funds In 
escrow for the benefit of the High­
way Department. 

Q. By virtue of that practice you 
had on January 31, 1932 about a 
million and a half dollars In the 
escrow funds of the various coun­
ties, did you not? 

A. I couldn't say the exact 
amount. You have got the records 
there, Senator. 

Q. According to the Auditor's 
report of January 31, 1932, your 
balance in escrow at the Security 
Trust Company was $1,516,441.73? 

A. I take it that that's correct. 
Q. Now, is this the agreement 

that was used for the fixing of those 
various escrow funds? 

A. Yes, sir. 

Senator Stone: I want to introduce 
this into the record, but I want to 
hold it for a little while. 

The Chair: I think it has already 
been introduced in evidence, Sena­
tor. 

Senator Stone: If it is in, I don't 
want to introduce it again. 

Q. (By Senator Stone) Now, did 
any member of the Highway De­
partment consult your bank about 
these various escrow funds? 

A. No. You mean prior to our 
contact with them? 

Q. Prior to January, 1932? 
A. No. 
Q. Did any official of the High­

way Department ever come down 
there and talk to you about the mil­
lion and a half you had on deposit 
there and ask you whether you had 
any securities to protect it or not? 

A. I don't know. The order I 
think recites that we are the de­
pository, of course I think they are 
municipal securities. I think the 
Highway Department had made a 
requirement that no personal bonds 
would be allowed. 

Q. That Is part of this agree­
ment, they would not accept a per­
<onal bond? 

A. Yes, sir. 
Q. Did any member of the High­

way Department ever inquire as to 
the condition of your bank? 

A. Not· that I know of. 
Q. Did any member or any of­

ficial of the Stlllte Highway De­
pa.rtment, after they realized that 
your deposit had reached a million 
and a half dollars In escrow, ever 
make any inquiry as to how they 
were secured? 

A. Not that I know of. 
Q. About when did that deposit 
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first reach this 
dollars? 

million and a half I A. No, sir. We, of course, pub­

A. I don't know, I couldn't say 
how long It had been. 

Q. Have you any idea, offhand, 
about what your average amount of 
escrow funds has been for the past 
two or three years? 

A. No, sir. But all that infor­
mation is available,· that would ap­
pear on the ledger sheets. 

Q. Well appro'ltimately, has it 
averaged as much as a million dol­
lar for the past two or three years? 

lish in the newspapers a quarterly 
statement of our financial condi­
tion. 

Senator Rawlings: How much 
longer is this proceeding going to 
last? Don't we have a committee 
meeting tonight? 

Senator Purl: Yes, a committee 
on insurance. 

Senator Stone: 1-Just have about 
three more questions. 

The Chair: All right, let's give 
him three more questions. 

A. I just couldn't say. I couldn't 
say, Senator; because a lot of this Q. (By Senator Stone) Has 
money stayed in the regular ac· there been an?'. decline in the value 
counts of the counties until the ?f these securities that were put up 
Highway Department was ready for ~~ Janua;y, 1932, down to the pres­
it to be put in escrow and I couldn't , t date· 
tell yon how much was county funds I A: I would not s_ay there had 
and how much were eHcrow funds, been-, In fact the thmg was there 
offhand. 1 would say this w h d :vasn t any market then and there 

h · ' e. . a isn't any general market now. I 
more t an an a~erage of a million think after all it is just a question 
dollars of deposits of various coun- f th · t · · 1 f th · 
ties over that time. o. e m rms1c va ue o e secur1-

Q. Well, during that entire ties. 
period of the last several years has .Q. Do you know whether the 
anybody from the Highway D P t- ~1ghway Department knew of the 

. . e ar right you had, under your lnterpre-
ment ever made any mqu1ry a~ . to tation of the law to substitute se-
whether there w-ere any securities curT ? - ' 

backing up these escrow funds? ~ 188
1" do not 

A. There was a certificate fur- · · 
nished showing them that there was. Senator Woodruff: I want. to de-

Q. Did that certificate list the velop just one question. 
securities back of it? The Chair: All right, proceed, Sen-

A. No, sir, municipal securities ator. 
are required by law. In other words Q. (By Senator Woodruff) Mr. 
I take it that the attitude of the Cravens, I believe you testified you 
Highway Department was that the had been handling these escrow 
counties had made their depository funds for the benefit of the High­
arrangements, and that they were way Commission over a period of 
sec\J.red as they had required; that several years? 
is, to this extent, that they would A. Yes, sir. 
not accept personal bond for it. Q. Prior to January, 1932, had 

Q. I want to ask the question the Highway Commission ever ex­
again: During the last four years perienced any default in a check 
has any official of the Highway De- drawn by those counties on your 
partment ever been to your bank bank? 
to check these securities securing A. No, sir. 
escrow funds, or inade any inquiry Q. So that the Highway Commis· 
as to the condition of your bank? sion had been dealing over a period 

A. Well, now-I will answer of years with the counties through 
part of it. I feel sure that they your bank and getting their money 
have not checked our securities, but promptly up until January, 1932, is 
now the part with reference to that true? 
whether they made any inquiry in A. Yes, sir. If I might say, I 
regard to our institution, I could not considered that we had a very fine 
answer that. reputation throughout the state for 

Q. Have any of them ever re- handling funds of that kind, and 
quested you to send them a state- counties who have done business 
ment o~ your financial condition? with us, many county judges whci 
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have done business with us were in­
clined to recommend us, and if I 
do say it I think we stood well in­
deed in that respect. 

Senator Woodruff: I believe that 
is all. 

The Chair: I don't want to appear 
critical here, but if you have estab­
lished anything by this investiga­
tion - -

Senator Pace: want to bring 
up my resolution again. 

Senator Rawlings: I second the 
motion. 

The Chair: If you have estab­
lished anything by this witness, I 
think possibly it is time to inter­
rogate the witnesses before you put 
them on the stand or else let's stop 
this hearing. 

Senator Pace: I want to bring up 
my resolution. 

Sena.tor Rawlings: I second the 
motion. 

The Chair: The Senator from 
Smith calls up his resolution. Mr. 
Secretary, read the resolution. 

(The Secretary read the following 
resolution) : 

Whereas, The members of the 
Senate of the State of Texas of the 
Forty-third Legislature, sitting as a 
Committee of the Whole, have had 
under consideration the message of 
the Governor, heretofore transmitted 
to us, concerning the activities of 
the High way Department and its re­
lationship with the Security Trust 
Company as is fully detailed In the 
said message of the Governor, and 

'Whereas, The said Committee of 
the Whole has actively pursued an 
inquiry and investigation with ref­
erence to said communication from 
the Governor since the seventeenth 
day of February, and 

Whereas, It now appears that a 
further inquiry into said matters re­
ferred to in the Governor's message 
would not serve for any useful pur­
pose to the State of Texas; therefore 
he it 

Resolved, by the Members of the 
Senate. sitting as a Committee of 
the Whole, That we, as such Com­
mittee, arise and report progress, 
and be it further 

Resolved, That said Committee of 
the Whole be instructed to report 
back to the Senate of the State of 
Texas of the Forty-third Legislature, 
that from the evidence offered and as 

a result of the investigation made to 
date, said Committee is unable and 
unwilling to criticize the members 
of the Highway Commission of the 
State of Texas for their activities in 
connection with the subject matter 
of the communication from the Gov­
ernor. In this connection, the Com­
mittee of the Whole is mindful of 
the fact that the Governor of the 
State of Texas, In her communica­
tion, has not made charges, but has 
simply tendered these matters to 
the Senate for its consideration. 

Senator Sanderford: I raise a point 
of order, that the witnesses have not 
all been questioned and the evidence 
is not all in, therefore this is out of 
order. 

The Chair: It is the pleasure of 
the Committee. 

Senator Rawlings: I move the adop­
tion of the resolution. 

Senator Blackert: I move again my 
substitute motion that this Committee 
holds itself subject to the order of the 
Chair. 

Senator Pace: I move to table the 
substitute. 

The Chair: You hear the motion to 
table the substitute. All in favor of 
tabling the substitute of Senator 
Blackert let it be known by saying 
aye, opposed no. 

(The vote was taken and the result 
being uncertain a roll call was or­
dered, but before the roll call was 
made the following proceedings were 
had:) 

Senator Collie: Mr. President. be­
fore we proceed further with this mat­
ter I would like to ask that we get 
the recommendation of the Board of 
Managers of this ma.tter. We turned 
it over to them and I would like to 
ask for their recommendation before 
we proceed further. 

The Chair: The Senator from 
Eastland has asked for the recommen­
dation of the Board of Managers. Have 
you gentlemen any recommendation 
to make? 

Senator Woodruff: With reference 
to this member of the Board of Man­
agers I will say this: that at the time 
this hearing was begun I stated that 
I had given some thought and made 
some inquiry about the matters then 
pending. and that I knew of nothing 
happening to lend any sort of cred­
ence to the apparent alarm that had 
been sounded by the Governor, but 
that at that time the Attorney Gen­
eral's assistant was here and was fa-
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mi!iar with some of the transactions a committee together and make an 
sought to be inquired about, and that investigation. 
I thought he could explain those The Chair: Has any Senator any­
things satisfactorily to the Senate. I thing to offer~ You are acquainted 
was of the opinion then that no evi- with the resolution of Senator Pace, 
dence could or would be a.dduced and the Senator from Eastland has 
tending to establish any charge Im- asked whether you are in accord with 
plied or expressed in the Governor's that resolution or whether you have 
message. I am still of that opinion. any additional testimony to offer. 
After having listened to the wit- Senator Redditt: I have no addi­
nesses that have been before the tional testimony to offer. If anybody 
Senate prior to this time, as far as else has any I do not have any ob­
I am concerned, as one of the mem- jection to their offering it, however, 
hers of the Board of Managers, I r do not desire to prolong the hear­
think the resolution of the Senator I ing. I think we have heard all there 
from Tyler is entirely timely and is to it. 
proper. Senator Blackert: I am not going 

Senator Woodward: I adopt as a to talk or challenge the statement of 
part of my statement the statement as the Senator from Coleman or the Sen­
made by the Senator from Wise, and ator from Wise. My idea is to protect 
in addition I refer to my statement the Senate against any future charge, 
made on the day we started this in· that is my only reason for making this 
vestigation as the balance of my state- resolution. 
ment. I further state that I am go- Senator Woodward: I understand 
ing to vote for the resolution as of- your position exactly and I am not an­
fered by the Senator from Smith, tagonistic to the motion but let me 
which I think answers the question. make this suggestion, that insofar as 

The Chair: May I call on Senators this matter is concerned the resolu­
Martin and Redditt, who are members tion says Jet us close it and make a 
of the Board of Managers? report to the Senate. Now then if this 

Senator Martin: Mr. President, it is carried and if the Senate, when it 
is unnecessary for me to repeat my convenes, which cannot be until to­
position all the way down with refer- morrow, wants to adopt that resolu· 
ence to this matter. I stood here and tion there is nothing to prevent you 
was voted down, one to twenty-eight. from moving that the Committee of 
that we refuse to go into this matter. the Whole be continued as such sub. 
My ideas are at variance with the ject to the call of the Chair, then if 
ideas of the Senator from Wise. I am any outside matters come up the Com­
thoroughly convinced that under the mittee of the Whole can act. Or it 
law the Highway Department did not would not be difficult if any matter 
have authority, regardless of any kind came up for us to resolve ourselves 
of agreement, to force these counties into the Committee of the Whole and 
to go into debt or create an obligation investigate it. I don't think that de­
against the county. The law is very feats your idea. 
specific as to how these funds shall Senator Blackert: I think so. It 
be deposited when collected. There is seems to me that the adoption of this 
no need of my expatiating on that. My motion terminates this committee, and 
understanding is that the Senator I challenge that particular part of it. 
from Brenham, if I am not mistaken, I have no objection to the committee 
has some few questions he desires to of adopting the recommendation on 
propound to some of the auditors. Am the advice of the Managers. I don't 
I right about that, Senator? think this record has shown any mal-

Senator Stone: If we are going into feasance on the part of the Highway 
the whole thing, I have, but if we are Commission. 
going to stop and not go down the line Senator Woodruff: This observa-
there is no use in going further. tion with reference to the motion of 

Senator Martin: I would like to the Senator from Victoria; as has 
ask if there is any Senator who would been suggested by the Senator from 
desire to propound any question to Coleman. this committee has that au­
any witness. I am inclined to he in thority to continue its existence. In 
sympathy with the idea advanced by the second place we have an expen­
the Senator from Victoria, that we re- sive staff of reporters here, whose dis· 
cess indefinitely, and i~ something position we have no authority in the 
should develop it would be easy to call committee to act upon. That would 
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necessarily have to come in the Sen· 1 Senator Sanderford: Mr. Chair­
ate. I just suggest this to the Senator man, may I make a statement? 
from Victoria with the hope that he The Chair: The senator from 
will wi.thdraw his motion and let the Bell Is recognized. 
resolution of Senator Pace come up di· Senator Sanderford: It seems It 
reetly; then when you ~et ba?k in the has been the habit of several to get 
Senate 1f he renews hts motion with statements into this investigation. I 
re~erence to keeping t~i.s organization want to remind the Board of Mana­
ahve and makes prov1s10n to suspend gers that I, too, opposed the lnvestl­
the payment of reporters, in order to gation. and that the Senator from 
keep it alive I will vote with him. Coleman, and the Senator from Wise 

. Th~ Chair: I think an this discus- were the ones that moved to bring 
s10n ts out of order. We had taken it about, and now, that we have got 
an aye and no vote, and then the roll into it, and now that we are getting 
call was asked for and I think we on some pretty tender spots, I think 
had better call- they realize they have got a hot brick 

Senator DeBerry: This is one in- and want to drop it. That's exactly 
vestigation that I don't think is com- what I think about It. 
plete until I have had something to We have established conclusively 
say before you finish taking that here a thirty thousand dollar loss In 
vote. I don't think any good could one contract. The State Highway 
come out of this investigation as '- Department have done nothing about 
whole. This is one bright spot that it and have not even given the At-
1 have had; I have been sick most of torney General Information where he 
the time and I have been out of this. could recover. We have established 
All of the members of the Board of the fact of the loss In the Athens 
Managers say they haven't gotten bank. We have established facts by 
anything and yet we are afraid to an expert witness on the value of 
get away from this investigation. bonds, so qualified and not objected 
God knows I want to see it termi- to or denied by anybody that he was 
nated right away because it is the an expert on the value of bonds, If 
easiest thing in the world the wa)· there is one at that time; that there 
we rush into these investigations is at this time a loss of over a mll­
when there is any show of any trou- lion dollars In the Security Trust 
ble. All anything-anybody-has to Company Bank down there, and now, 
do is to wave a red flag and we will I want to pass a resolution here say-
start a.n Investigation. Ing that there is nothing to criticize 

Senator Blackert: think the the Department for, and !leave It to 
Senator is right. We are ready to the Senator from Wise. to the Sena­
rush into things at the mention of tor from Coleman or the Senator 
some rumor. And that is the reason from Dallas,-1 don't believe that 
I want to keep this Committee alive. those gentlemen, even with all their 
I think if this Committee Is held prejudice against Ferguson, can con­
here It will hold down some of these scientiously vote for it and say that 
rumors. there is nothing to criticize them for. 

Senator Oneal: What is the Senator Purl: Why single out 
q nest.ion? four of us, when all of your troops 

The Chair: On the motion to !1ave been routed except five~. 
table the motion of the Senator from Senator Woodul: And two of 
Vietoria. The Senator's motion that those I don't think are going to vote 
the committee recess and report prog. with him. 
ress to the Senate and that the Com- Senator Sanderford: I may vote 
mittee as a Whole stay in session and with you myself but I want to con­
meet subject to the call of the Chair. test it and register my objection. 
The Secretary will call the roll to Senator Martin: I want to object 
table. Let each Senator, as his name to what the Senator from Dallas Is 
is called, vote aye if he is in favor saying. I have changed four. 
of it and the opposed, no. The Chair: The Senator from 

(The roll was called by the Sec re- Bell has the floor. 
tary and the vote tabulated.) Senator Sanderford: I single out 

The Chair: There being twenty- those three, Senator from Dallas, be­
three ayes. five noes. the motion to cause it's those three Senators that 
table Is adopted. The question comes regardless of the person or purpose 
up on the adoption of the resolution that's offered by the Ferguson ad­
of the Senator from Smith. ministration, regardless of how good 
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it is, they work against it under anv 
condition. That's the rea·son I single 
those out. Is that plain? 

Senator Purl: Yes, plain - -
Senator Sanderford: (interrupt­

ing) Acts speaks Iciuder than words. 
Senator Purl: I rise to a point 

of order. I think if my remarks 
are stricken from the record that 
you ought to have the remarks of 
the Senator from Bell stricken out. 

The Chair: Let's proceed with the 
discussion. 

Senator Sanderford: Now, if the 
resolution o:ffered stopped the in­
vestigation it would have been all 
right, but the wording of the reso­
lution is not right, not in accordance 
with facts in the case, and there is 
not a ·senator in the house who 
ought to support it, because there 
are no facts that will support the 
resolution. I want to object to it 
and o:ffer as a substitute that the 
Senate stop the investigation. 

Senator Moore: Point of order. 
The Chair: State the point. 
Senator Moore: The substitute 

motion has already been voted down. 
Senator Woodul: Just one sec­

ond. I want to say a few words 
about this. I think that if Fergu­
son has anything good they will be 
for it. The Senator from Harris has 
listened to these matters here, and 
when he hasn't listened he has read 
it in the record and I have found 
nothing in there to censure the High­
way Department. If there is any­
thing in there for which the High­
way Department might be censured 
I haven't seen it and I am going to 
vote for it and if the Senator from 
Bell stays here· 1ong enough he will 
learn lots. 

Senator Woodruff: Now, gentle­
men of the committee, ordinarily I 
shouldn't take the time of the Sen­
ate to reply to' such remarks as made 
by the Senator from Bell. If the Sen­
ator from Bel! will refresh his mem­
ory he can reitdily find that he is 
in error when he imputes· to the 
Senator from Dallas, the Senator 
from Wise and the Senator from 
Coleman that they are so blindly 
prejudiced _as not to support any­
thing that has heretofore been sug­
gested by the administration, or that 
we will hereafter do the same thing. 
The Senator from Bell will know 
that each of those three Senators 
named as well as particularly the 
Senator from Wise, h_as heretofore 

supported nominations of the admin­
istration to this Senate, and I don't 
have to call his attention to it. He 
knows already that the Senator from 
Wise has supported suggestions and 
recommendations of the administra­
tion, and for his benefit I will sav 
that I expect to support other recom­
mendations if they seem to be 
worthy of my support and command 
the dignity that the Senate ought 
to support them. I don't want word 
to go out from this Committee over 
the State of Texas that the Senator 
from Wise is down here blindly and 
unreasonably opposing the adminis­
tration for its entirely erroneous 
representation made to the State of 
Texas. 

Senator Woodward: Following an 
old Spanish custom I want to rise in 
self defense. I don't care what the 
Senator from Bell says about we 
would have voted against anything 
Ferguson wants, because I have 
voted for some things he wanted and 
the Senator from Bell knows it. I 
see standing over yonder a gentleman 
with whom I went to school, and I 
have known hi:m since he was a boy. 
I helped to confirm him as Chairman 
of the State Live Stock Sanitary 
Commission. He was Governor Fer­
guson's choice. And I have voted 
for others. During this administr3-
tion I am going to vote for many 
measures he will advocate, and some 
I will not vote for. I don't care 
what the Senator from Bell says, and 
as the Senator from Harris said, 
when the Senator from Bell has 
stayed here long enough he will find 
he will go down in defeat lots· of 
times, and he will come _up victori­
ous lots of times, and he had just as 
well learn to take those things. I am 
sure the Senator from Bell is peeved 
a little bit because he sees this In­
vestigation hasn't revealed all these 
wonderful charges that have been 
rumored around, and that the High­
way Commission has just about been 
found not guilty and the verdict is 
bound to be with them. And I w!ll 
not resent what he said. I get mad 
sometimes and lose my temper and 
say things I ought not to say. If he 
w!ll forget those things we will get 
along better,-we will get along 
fine. 

Senator Sanderford: Is my sub­
stitute motion ruled out of order? 

The Chair: We have voted on 
that already. 
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Senator Sanderford: Not on my Frank Carter, who was in charge of 
substitute. auditing the State Highway Depart­

Senator Moore: I raise the point 
of order that the substitute has been 

ment testified, as reported on pages 
526 and 52 7 of the Senate Journal 
that after auditing the Department 

. . ? he- found only a shortage of a total 
Senator ~url. May I be he_ard · amount of $194.18, which represents 

voted down. 

The ?hair: The Senat.or will a~- I a shortage of two employees, one in 
dress himself to th~ mei its of this Falfurrias in the amount of $90. 72 
resolut10n, and nothmg else. . and the other one a shortage in Del 

Senator Pur.1: I am not gomg to. Rio in the amount of $103.46. Said 
I have served m the House ten years Assistant State Auditor further tes­
and over here two years. I haven't tilled that the audit consumed ap­
knowingly impugned the motives of proximately a year and a half from 
anyone al any time. I challenge any the time it commenced until the 
man to show me where I have ever audit closed at a cost of $39,539.99 
said one unkind word about Mrs. and again that the total amount of 
Ferguson as Governor of this State. S19 4 .18 covered the shortage found 
I challenge anyone to show me out of the millions of dollars that 
where I have said anything about they are charged with the responsi­
James E. Ferguson that was not in bility of spending, therefore be it 
the record. I do say, and I call at- Resolved, With these facts in mind 
tention of my friend from Bell that the Committee of the Whole rise 
County, that when we started this and report progress to the Senate 
investil!;ation he made a speech and beg leave to recommend the fol­
against it and voted for it. I made lowing: 
a s[leech for it and voted for it. Now, That we find no evidence on the 
to show you whether the Senator part of anyone connected with the 
from Dallas is fair, I beg the Sena- Highway Department in an executive 
tor from Bell to listen. I spent some capacity, or otherwise, with the ex­
time this afternoon, some time yes- ception of the shortages as re­
t erday, preparing what I considered fleeted by the Auditor's report In 
was a fair way of disposing of this Falfurrias and Del Rio matter that 
matter, in order that we conld de- would indicate any shortage, fraud 
vote our time to other legislation, or em bezzlemcnt and we further find 
and I will take the time to read it, that the Security Bank and Trust 
and I think I can get through in company is under the supervision of 
two minutes, but it will be two the State Banking Commissioner and 
minutes bY the clock, as the Senator not the State Highway Department 
from Red River says, and not an esti-1 of the State of Texas; and we fur­
mate. Here is the way I figure to ther find that the County Commis­
end this matter for all concerned, sioners of different counties are 
Senator from Bell: charged with the duty of selecting 

·whereas, The Committee of th<' the individual County Depository and 
'Vhole Senate has had under consid- the Highway Department under the 
eraticn matters brought to its atten- law had no voice in the selection of 
tion by special message from the a County Depository, and 
Governor of the State concerning the \Ve further recommend that no 
fiscal affairs of the Security Bank further time be spent in investigat­
and Trust Company witl1 special ref- ing the Highway Department by the 
erenct> to its being a county deposi- Committee of the Whole, but that the 
torv fur several counties of this Pntire matter he referred to a joint 
State, as well as letters written by committee to be composed of the 
the Honorable Cone Johnson, State Banking Committee and the Commit­
Highway Commissioner. to the Attor- tee on Highways and Motor Traffic 
nev General, asking for opinions con- and that any member of the Senate 
cet:niug the status of the bonds held be permitted to furnish any evidence 
hv the security Rank and Trust Com- or summons any witnesses before 
panv or under their eontrol; and the said joint committee at a time 

Whereas, The Committee of the , as may be de-termined by the said 
'Vl10le has considered matters as re- I joint committee; 
ported in the State Auditor's report We further recommend that the 
concerning the operation of the High-1 President of the Senate designate 
way Department: and one member of the Senate who is at 

Whereas, Assistant state Auditor this time a member of the Banking 
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or Highways and Motor Trame Com­
mittee to act as chairman of the 
said Joint committee and that the 
said Joint committee be and it is 
hereby authorized to form rules as 
to procedure as It sees fit, subject 
to the rules of the Senate and the 
present rules as set up by the Com­
mittee of the Whole as to compen­
sation of witnesses, employees, etc. 

We further recommend that said 
Joint committee by a majority vote 
may continue or conclude Its hear­
ings for whatever period or time In 
its Judgment is necessary, provided, 
however that a report of said Joint 
committee shall be made on or be­
fore the last three days of the regu­
lar session of the Forty.third Legis­
lature, at which time the Senate 
shall determine whether to dis­
charge the committee or to continue 
said committee as it sees fit. 

Senator Purl: Now, I leave it to 
Brother Senators. I don't ask you 
to adopt this because you have got 
the Pace resolution, but I ask the 
Senate to Judge me and to Judge 
that report and see whether or not 
by that report I have any stinger In 
my system, or any venom in my 
system, or would try to whitewash 
anything, or try to bring any kind 
of hearing to an abrupt close. I 
talked with one of the Board of 
Managers during the noon hour as 
to whether or not we should let the 
Banking Committee, or the Highways 
and Motor Traffic Committee see if 
anybody had any more evidence to 
orter. I am _not going to take up 
any more time. I have come up here 
to the front and listened to every 
word of the testimony, and I leave 
it to mY Senators whether or not my 
conduct, whether or not my efforts 
and fair play, in give and take, or 
.study of measures, having a part in 
them as I see fit, of attending these 
meetings, will show whether or not 
I am worthy to be a member of this 
Senate and to be treated with proper 
respect and courtesy,-for a Senator 
to say just because Jim Ferguson, or 
the Governor of this State, sends 
a message, that I am so biased that 
I cannot see any merit in it. I· 
remind you, Senator from Bell, that 
I serve·d during the administration 
when she was Governor before. I 
have seen governors come and have 
seen governors go. I served under 

Pat Nett. r served under Dan Moody_ 
1 served under Mrs. Ferguson. I 
served under Ross Sterling. I am 
now serving under Mrs. Ferguson 
again. and l challenge anyone to 
take the record and show where I 
have cast a vote not tor the best 
interest of Texas as I see It. I might 
have made mistakes, but I am not 
up here Impugning motives. I have 
nothing to do with closing the hear­
ing here today, or making the mo­
tion, but I did draw this up be­
lieving it would be the fair way to 
determine it In view of the fact that 
we have so many measures In com­
mittee. I give It for what It l.s 
worth, but I hope the Senator from 
Bell County will be a little bit more 
temperate. and not just because he 
has lost out for him to single u.s 
out and say we are prejudiced 
against somebody_ 

(Thereupon the vote was taken on 
the motion by the Senator from 
Tyler, which carried.) 

Senator Martin: I want the record 
to show I vote for the motion with 
a reservation with -reference to the 
last paragraph. 

Senator Parr: I want to vote tor 
that like the ·senator rrom Hill.­
a reservation with reference to that 
last paragraph. 

Senator Russek: I vote Aye with 
the same reservation as the Senator 
from Hi!I. 

Senator Sanderford: I pair with 
Senator Neal. I vote No and she 
votes Aye. 

Senator Stone: I have the same 
reservation as the Senator from Hfll. 

TIDRTY-SECOND DAY. 

Senate Chamber, 
Austin, Texas, 

February 28, 1933. 
The Senate met at 9: 3 0 o'clock a . 

m., pursuant to adjournment, and 
was called to order by President Pro 
Tem. Walter Woodul. 

The roli was called, a quorum be· 
ing present, the following Senators 
answering to their names: 
Beck. Holbrook. 
Blackert. Hopkins. 
Collie. Hornsby. 
Cousins. Martin. 
De Berry. Moore. 
Duggan. Murphy. 
Fellbaum. Neal. 
Greer. Oneal. 


